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OVERSIGHT OF THE INTERNATIONAL
MONETARY FUND AND THE WORLD BANK

MONDAY, NOVEMBER 21, 1994

A MEETING OF A MULTINATIONAL GROUP OF PAR-
LIAMENTARIANS INVOLVED IN OVERSIGHT OF THE IMF
AND THE World Bank hosted by the Subcommittee
ON International Developivient, Finance, Trade
AND Monetary Policy of the Committee on Bank-
ing, Finance and Urban Affairs, U.S. House of

Representatives,
Washington, DC.

The meeting was convened at 9 a.m., in room 2128, Rayburn
House Office Building, the Honorable Barney Frank, Chairman of

the Subcommittee on International Development, Finance, Trade
and Monetary Policy, presiding.

Parliamentarians participating in the meeting:

Argentina
Ana Kessler, Member, Committee on Budget and Finance,
Chamber of Deputies

Australia
John Langmore, Chairman, Standing Committee on the

Environment; Member, Joint Committee on Foreign Affairs,
Defense and Trade, House of Representatives

Brazil
Fabio Feldmann, Member and former Chairman, Commit-
tee on the Environment, Consumers and Minorities, Cham-
ber of Deputies

Canada
Bill Graham, Vice Chairman, Standing Committee on For-

eign Affairs and International Trade, House of Commons
Costa Rica

Saul Weissleder, Chairman, Financial Affairs Committee,
Legislative Assembly
Constantino Urcuyo Foumier, Member, Economic Affairs

Committee, Legislative Assembly
Czech Republic

Tomas Jezek, Chairman, Budget Committee, Chamber of

Deputies
France

Michel Jacquemin, Member, Finance Committee, National

Assembly
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Ghana
Sam Sallas-Mensah, Chairman, Finance Committee, Par-
liament

Japan
Yoshinori Ohno, Member, Standing Committees on Labor
and National Security, House of Representatives

Pakistan
Noor Jahan Panezai, former Chairperson of the Senate

Peru
Victor Joy Way Rojas, Second Vice President of the Con-
gress

South Africa
Max Sisulu, Chairman, Select Standing Committee on the
Reconstruction and Development Programme (RDP), Par-
liament

Spain
Jeronimo Andreu Andreu, Vice President, Committee on
the Economy and Public Finance, Congress of Deputies

Sweden
Kristina Svensson, Member, Standing Committee on For-

eign Affairs, Parliament
Goran Lennmarker, Member, Standing Committee on For-

eign Affairs, Parliament
United Kingdom

Jim Lester, Chairman, All Party Parliamentary Group on
Overseas Development, House of Commons
John Denham, Vice Chairman, All Party Parliamentary
Group on Overseas Development, House of Commons

United States

Barney Frank, Chairman, Subcommittee on International

Development, Finance, Trade and Monetary Policy of the
Committee on Banking, Finance and Urban Affairs, House of

Representatives
Melvin Watt, Member, Subcommittee on International De-
velopment, Finance, Trade and Monetary Policy of the Com-
mittee on Banking, Finance and Urban Affairs, House of

Representatives
Venezuela

Gustavo Tarre Briceno, Chairman, Finance Committee,
Chamber of Deputies

Zimbabwe
Younos Patel, Member, Committee on Economic and Fi-

nance Ministries, Parliament

Chairman Frank. Good morning. This is a very important begin-
ning, I hope, for members of parliaments who have responsibility
for their country's participation in the international financial insti-

tutions to come together. I think it is an important first step, be-
cause one of the problems we have encountered here in the United
States, and I assume elsewhere, in dealing with this increasingly
important part of international economic policy is that the political
mechanisms for accountability that we in democratic societies have
come to use for virtually every other aspect of our policy do not



apply with regard to the international lending institutions. They
are in the fortunate position of having so many bosses that, in fact,

to a great extent, they have had none, because no one parliament
is allowed to give them any direct instructions.

i

I learned early on when I became the chairman of the sub-

committee of the U.S. House of Representatives' Banking Commit-
tee that has jurisdiction over our participation in the World Bank
and the IMF that officially and formally we were not to deal with
these institutions and that we could not have them testify before

us. Thus, thanks to my international colleagues, this is the first

time, I would guess, officials of these august institutions have en-

tered these precincts to testify in an official way. They can do that

because this is not the United States House of Representatives, but
an international body.
Now, increasingly the kinds of questions that concern us involve

parliaments. When I assumed this chairmanship, I found a situa-

tion in which I and many others believed that financial support for

these institutions was essential to the tasks of alleviation of pov-

erty and the promotion of development and that these were in the

interests of all of us, but that our ability to mobilize the necessary
majority within the United States was being eroded by concerns

that people had about the institutions, and we had no way easily
to address those concerns. Where we were talking about a domestic

program which had lost some political support, not because people

disagreed with its essence, but because people had differences with
some of the ways in which it was being executed, as a legislative

body we had a way to deal with that. With regard to the inter-

national institutions, we did not.

And then our colleague from Australia approached me on one of

his trips here, and we talked about the possibility of convening this

kind of a group informally so that we could talk to the institutions

in a very direct way without any of the institutions being accused
of undue familiarity with any one of us. In this case, there is safety
in numbers. The institutions cannot be accused of being excessively
cordial to any single country. We are all in it together.
But also it is a chance for us to talk among ourselves, those of

us who have a continuing interest in this, even though, at least in

some cases, we will not have exactly the same institutional respon-
sibilities come January. So it is for both of those purposes that I

was very pleased to act on the suggestion that we have such a
session.

I would note that on a couple of occasions, when I have spoken
to U.S. Treasury Department officials about messages we hoped
they could send to the international institutions, we have been told:

Well, that is well and good and we will try, but we won't nec-

essarily get agreement from other governments.
Our sense is that bringing the various parliamentarians more di-

rectly into that process, talking among ourselves, and perhaps co-

ordinating from time to time v^at we would be asking our official

government representatives to do, would have some genuine advan-

tage. Frankly, many of us have felt that the parliamentarians
might on an issue or two be more responsive than central banks
or finance ministries to some of the concerns that we have had.



So with that, I am going to begin. I am very grateful to the offi-

cials of the World Bank and the IMF who have agreed to join us

today and to our other commentators. We will hear from Mr. Mi-
chael Bruno, who is Vice President and Chief Economist of the
World Bank, and Mr. Stanley Fischer who is First Deputy Manag-
ing Director of the IMF. We also have a panel of experts who know
a great deal about this subject and have given it a lot of thought.
What we are going to do is to ask the two institutional representa-
tives to speak first. Then we are going to open this up for questions
and comments from the parliamentarians, and we would expect the

panel of experts to join in. We are also going to ask the panel of

experts to help us summarize at the end.
So with that, we will begin in what would appear to be alpha-

betical order with Mr. Bruno. And we thank you very much for

coming.
Please, sir.

STATEMENT OF MICHAEL BRUNO, VICE PRESIDENT AND
CHIEF ECONOMIST, THE WORLD BANK

Mr. Bruno. Mr. Chairman, parliamentarians, ladies and gentle-
men, the Bank certainly welcomes this type of dialogue, and I am
personally glad to be able to represent the World Bank here.

Let me start by stating my strong belief that the test of an insti-

tution's enduring viability in a rapidly changing world is its re-

sponsiveness and adaptability to change. Having been an outsider
to the World Bank until only a year ago, I would argue, hopefully,
with some objectivity, that the Bank's record in this respect, while

by no means flawless, is impressive. The Bank has been at the cen-
ter of the development effort of aid and policy advice, in reconstruc-
tion after war, in helping countries grow out of deep inflation crises
or face the collapse of communism, in fighting hunger, disease, pov-
erty, in investing in people, in helping integrate economies such as
China or Indonesia into the world economy, and in sponsoring glob-
al environmental initiatives. More recently, the Bank has played a
critical role in the Middle East peace process.
The issues that we are addressing today lie at the heart of the

Bank's business and they test its effectiveness in the changing con-
ditions of very rapidly growing private capital flows, which have
quadrupled over a period of 3 years, increased global integration,
internal democratization processes within countries, within our cli-

ent countries particularly, and the changing aid priorities of the

post-cold war era.

While the reduction in international tensions may reduce the po-
litical incentives for aid, it also provides a real opportunity to

refocus aid on development. There are, I hope, many areas of con-
sensus. In my view, this reinforces the role of multilateral agencies
such as the World Bank at a time when many donors are facing
fiscal constraints in their aid budgets.
A preliminary word on development effectiveness. Cumulative

experience over many countries and years shows that it is domestic

policy and domestic resource deployment that are the key to suc-

cessml development. Foreign aid can at best play the role of a cata-

lyst.



Aid by its very limited nature can only help those that help
themselves. And credible and effective reforms of the public sector

which win strong support from the private sector have proven by
cumulative experience to be a key to sustained access to this recent

upsurge in foreign capital flows. Yet, many low-income countries,

especially in sub-Sarahan Africa, remain dependent on aid. Aid
should be forthcoming and the Bank can help direct it. But it must
be made more effective by leading to better policies, to more effi-

cient public sectors, and to freer, more self-reliant entrepreneurial
private sectors.

There are, in my view, three important implications for the Bank
from here. The first has to do with selectivity. To maximize devel-

opment impact, the Bank, and that includes IDA for that purpose,
should focus on countries with commitment to economic reform,
and the nature of its interventions should follow from a selectivity
rationale.

They should be justified on grounds of poverty alleviation, in-

crease the efficient supply of public goods, or help address market
failures. This implies a sharper focus on providing basic education
and health, on supplying those parts of physical infrastructure for

which private capital is not yet readily forthcoming, and a lot of it

is in implementing the series of so-called second-generation reform
issues concerning regulation, the environment and support for pri-
vate sector development.

Next, this brings me to the issue of openness. We have learned
that policies matter more than projects. We have also learned that
the most critical component for successful outcomes is strong gov-
ernment commitment and broad-based ownership within the coun-

try. Moreover, participation has been shown to strengthen owner-
ship and commitment of government and stakeholders.
This means building effective coalitions, being more open in

knowing how to effectively manage partnerships, and being more
conscious of the need to demonstrate the cost and benefits of poli-
cies and programs to those who are affected by them. Thus, the im-

portance of "disclosure."

We recognize and endorse the fundamental significance of ac-

countability and transparency in the development process. And as

such, we ourselves should seek to be open about our activities. The
Bank has made progress in this direction; for example, in opening
the Public Information Center over the last year, and in making
available to other interested parties many documents that were
hitherto only accessible to clients, the board and the staff. There
is more detail on that question attached to the written statement.

Personally, I think we should continue to make progress in this
direction and I support the efforts imderway.
Now, this brings me to an important complementary implication

for the Bank, and this has to do with the Bank's nonlending serv-
ices. In the world of increased private capital flows, as well as

greater openness, the Bank will, in my view, also need to give more
and more emphasis to the contribution of its nonlending activities.

The Bank should gradually shift the balance of its actions from the
direct provision of money to its complement, the propagation of
ideas.



Drawing on its global development experience, the Bank is, in

my view, uniquely placed to play a critical role in disseminating
the lessons of both success and of failure, in working with clients

to move from the what to the how, and in bridging the gap from
policy formulation to institutional design. The Bank can also help
governments to package and deliver development services provided
by others. By selecting and leveraging its own activities to bring in

other players, the Bank can enhance its role as a knowledge-based
institution.

Now, money and nonlending services usually go together. How-
ever, this need not always be the case, especially in the changing
world. Flexibility will be needed to provide nonlending services in

an increasing number of countries which want to draw on our

knowledge but no longer need our money or cannot use it effec-

tively. In some circumstances, the Bank might want to consider

charging for its services to avoid crowding out private information
flows and also to expose itself to competition in the areas of policy
advice, just as it does in money on the side of aid.

Now, let me get briefly to the subject of poverty reduction. Some
of the principles that I have outlined earlier are applicable in the
most important area of the Bank's work: poverty reduction. Despite
the considerable improvement in the lives of people in the develop-
ing world, reducing poverty remains the great challenge, the great-
est challenge, in fact.

In far too many countries, children have a greater chance of

going hungry than of going to school. From our work, one key les-

son can be distilled: The strategic framework to reduce poverty
must consist of two central, mutually reinforcing elements: eco-

nomic growth; and, two, investment in people. And one without the
other is not enough, and that comes from analyzing cumulative evi-

dence over many countries and many years.
Without growth, all we are talking about is how to share poverty,

not about how to reduce it. And no country in evidence has man-
aged to reduce poverty without sustained economic growth. The
evidence is quite overriding. But while we can find no case in

which the benefits of growth for the poor were offset by a deteriora-
tion in equality, the fact remains that some patterns of growth
clearly benefit the poor relatively more than others. The most fa-

vorable pattern is labor-intensive growth which allows the poor to

make use of their most important asset—^their labor. But it must
be complemented by investment in people.
The availability of good quality education, health, nutrition, fam-

ily planning services improves the living standards of the poor. In
all of these areas, the Bank has also been targeting an increasing
share of its lending, both in the IDA lending and in the IBRD lend-

ing. Malaysia, Indonesia, and Thailand for example, achieved

growth rates on the order of 6 percent, and also provided for ade-

quate social spending.
They have achieved near universal primary school education, and

their infant mortality rates are lower than those of many countries
with similar incomes. Over a 10 to 20-year period, population and
poverty in such countries were cut by more than 60 percent. Brazil
and Pakistan, on the other hand, are examples of countries which



had positive growth rates but did not significantly improve their

social indicators.

But the most difficult challenge facing us is sub-Saharan Africa,
the region with the highest percentage of people in absolute pov-
erty. The Bank's recent study, "Adjustment in Africa," has shown
that even in Africa, better macroeconomic policies lead to stronger
growth—and I think that debate of the importance of adjustment
is now less acute. But that study also found that most African
countries still have poor macroeconomic policies. Social policies are

still not sufficiently oriented toward the provision of basic services,
and we find countries that spend much more on subsidizing their

public enterprises than on education or health.

The challenge, rather than abandoning adjustment, is to pursue
economic reforms, including the reorientation of public expenditure
programs in support of basic services, and to get the rapid growth
that is necessary, though not sufficient, to reduce poverty in a rea-

sonable time frame. The failure to adjust and, thus, to grow, is

what really hurts the poor. And this ties us back to the issue of

selectivity and the importance of government commitment and par-
ticipation.

Let me finally turn to the issue of labor and environmental
standards.

First of all, on standards, it is a basic fact of development that
labor and environmental standards tend to rise as countries get
richer. Thus, it is wrong to set standards on wages, to attempt to

enforce in the south the same environmental conditions of the
northern countries, to assume that poor countries would give equal
priority to the problems of global warming and workers' rights. The
formal legal and regulatory framework may or may not be relevant
to actually getting better standards in the sense of improved
wages, security, quality of the environment, and working condi-

tions.

Development is in general the most powerful mechanism for rais-

ing standards. Experience shows that. As incomes rise, households
demand better standards and both households and societies can

pay for them. In general, appropriate guidelines for standards are
therefore a function of the income level. This is clearly the case for

wage levels. It is probably the case for many forms of working and
environmental conditions, and it is more arguably the case for

some forms of child labor, for example, working on the farm after

school.

Thus, reforms which promote economic growth will also help to

improve working conditions and provide a better environment.

Similarly, the evidence hitherto supports the arguments that shifts

toward greater openness to trade and capital flows for a given
country tend to promote better rather than worse environmental

performance.
There can be no doubt that growth-inducing reforms, and trade

liberalization in particular, bring long-run environmental as well
as many economic benefits, many of them benefitting labor. At the
same time, there is also room for targeted complementary interven-

tions, such as in the area of poverty, to achieve desired policy out-

comes.
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In ending, let me say that this opening oral response to the ques-
tions raised was of necessity rather general and brief. And my writ-

ten statement, let me repeat, includes three annexes with addi-
tional detail on each one of these questions, and, of course, I will

be very glad to respond to your questions.

Providing effective development services, is a difficult and some-
times controversial business. The Bank, I believe, has learned a lot,

still has to learn, is built on a considerable expertise and it has to

enhance it further. It has remained responsive and adaptive, in my
view, but we certainly can and wish to learn from your views.
Thank you.
[The prepared statement of Mr. Brimo can be found in the

appendix.]
Chairman Frank. Thank you very much, Mr. Bruno.
Mr. Fischer.

STATEMENT OF STANLEY FISCHER, FIRST DEPUTY MANAGING
DIRECTOR, THE INTERNATIONAL MONETARY FUND

Mr. Fischer. Thank you, Mr. Chairman.
Mr. Chairman, parliamentarians, ladies and gentlemen, it is a

pleasure for me to be here in this parliamentarians' group and to

participate in your deliberations on the role of the Fund and the
Bank. And if I may add a personal note, it is an extra pleasure for

a voter in Newton, Massachusetts, to take part in this session.

Given the time constraints, I am grateful that the organizers
have asked me to concentrate on three aspects: first, ongoing ef-

forts to increase the openness of the Fund's activities; second, the
role of the Fund in the development process; and third, the rela-

tionship of multilateral development assistance to poverty allevi-

ation as well as to differing national labor and environmental
standards.

I will get to those subjects in a few minutes, but I think it is im-

portant in understanding them, particularly openness, to review
the way in which the Fund operates and makes decisions. So I will

start by describing the Fund's objectives and its decisionmaking
processes.
The Fund is 50 years old, and in those 50 years, it has grown

from a membership of 44 nations to 179, so that it is virtually a

universal, or at least a global, institution. The basic objectives of

the Fund were set out in the Articles of Agreement, and they in-

clude: promoting international monetary cooperation, facilitating
the balanced growth of international trade with a view to achieving
high levels of employment and prosperity, and assisting member
countries to deal with balance-of-payments difficulties. It is quite

striking how much the day-to-day life of the Fund is guided by the
articles. I don't think a day goes by that there isn't a discussion
about what was intended in the articles with respect to a particular
issue.

As you know, the highest decision-making body in the Fund is

the Board of Grovernors, which is composed essentially of ministers

and central bank governors from each of the member countries.

Day-to-day operational decisions are taken by a resident executive

board, which has 24 executive directors and is chaired by the man-
aging director.



The 24 executive directors represent the 179 member countries.

Of those 179, 8 have their own executive directors. Other countries

are ^ouped into constituencies, each of which jointly elects an ex-

ecutive (firector who then speaks and votes for tne countries.

The board meets regularly, typically two to three times per week,
and considers a wide range of topics, including:

First, the Article IV consultations, which are an annual examina-
tions by the staff of the economic and financial situation of each

member, including an assessment of exchange rate policies. These
are imdertaken in collaboration with the authorities of that

country.
Second, the use of Fund resources, which involves financial as-

sistance from the Fund to member countries under a variety of fa-

cilities.

Third, policy issues of systemic importance to the world economy,
such as developments in international trade, the international fi-

nancial system, financial flows to developing countries, the inter-

national debt strategy, the problems of the poorest indebted coun-

tries, and so forth.

And finally, of course, the board has to deal with aspects that re-

late to the operational strategy and management of the Fund itself.

It is through the Executive Board and the Board of Governors
that the Fund is accountable to its members. All Fund decisions

are made by the Executive Board or the Board of Governors under
a system of weighted voting, according to the rules set out in the
Articles of Agreement. Executive directors act as a conduit to the
members that appointed or elected them and report directly to and,
are in constant touch with the national authorities.

The point that needs to be emphasized is that the decisions of

the Fund are the decisions of the Fund's membership, and so they
reflect the deliberations of all 179 members. This is not just a po-
lite legal fiction. This fact is fortified in practice because the man-
agement and staff of the Fund work very closely with the board on
a day-to-day basis.

With that background, let me turn to the disclosure of informa-
tion and openness.

Obviously, there is ample documentation that goes to the board
and that provides the background for its decision taking. The docu-
ments are prepared by Fund staff and submitted to the Executive
Board after an internal review process and approval by manage-
ment. All board documents, which means the documentation for

and of all decisions and recommendations of the IMF, are auto-

matically available to member governments through their executive
directors. The distribution of these documents within each govern-
ment varies from country to country, reflecting procedures estab-
lished by that country.

In addition to this channel, the Fund also has an extensive publi-
cation program, and we maintain contact and dialogue with non-

officials, with labor unions, and with the press and broadcast
media of our member countries. We do this in Washington. We do
it through our missions to member countries, and we do this

through the resident representatives that we have in 60 plus coun-

tries, part of whose job is making the work of the Fund known
within that country.
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Now, as you also know, despite the increasing openness that is

reflected in this broad range of publications and our contacts with
the public, we have been pushed in certain quarters to be more
open. This has involved in particular the request to make public
the documents relating to Article IV consultations and to specific

lending operations. These documents are available to governments.
So the issue is whether they should be published and made avail-
able to the general public. This is an issue for the member govern-
ments of the Fund, operating through the Executive Board, to de-
cide. Recently, the Executive Board agreed that the background re-

ports on individual countries, known as REDs, recent economic de-

velopments, will be available to the public, unless the particular
member objects.
The Executive Board has also encouraged countries undertaking

structural adjustment programs supported by the Fund and the
Bank to release their "policy framework paper," which is prepared
by the government in consultation with our two agencies. Some
coimtries have published their PFPs. We don't keep a comprehen-
sive list but among them are Zambia, Rwanda, and Ghana. Some
countries have also released their letters of intent that have accom-
panied their request to the Fund for financial assistance. In an ear-
ier era, the United Kingdom did that. More recently Brazil has, as

laye Poland and India. The decision on whether to make the letter
of intent public is that of the government which submits it to the
IMF, because that letter is the property of that government. We
support the decision of those governments that wish to publish
their letters of intent.
The Executive Board is scheduled soon to review the issue of

openness, in particular to discuss the possible publication of Article
IV consultation documents and the possibility of opening the ar-
chives on a basis to be agreed upon.
With respect to Article IV consultations, the issue will be wheth-

er the board will vote to allow governments to publish the consulta-
tion reports. Several countries nave indicated that they are willing
to publish them, among them, the United States and Switzerland,
while others are concerned that publication would inhibit the
frankness of the discussions between the Fund and the member
country that forms the basis for the Article IV consultation.
We should not ignore the fact that there is, in fact, a trade-off

in publishing Article IV consultation reports. The trade-off is be-
tween publication and the frankness of the discussion that the
Fund staff will be able to have with some member governments.
The precise terms of the trade-off will differ from country to coun-

try, depending on the policy-making condition in that country and
the degree of openness in that country. The Executive Board will
have to reach a decision that is based on its evaluation of the terms
of that trade-off. Management is supporting the view that publica-
tion of the Article IV consultation reports should be permitted for
countries that want to do it.

Now, let me turn to the role of the Fund in the development
process. We start from a well accepted premise, which is that a sta-

ble macroeconomic environment is essential for sustained high eco-

nomic growth, for economic and social development, and for poverty
alleviation. We also recognize that stabilization is necessary but
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not sufficient for growth. Therefore, in collaboration with the World

Bank, we encourage structural reforms with a longer term growth
as well as stabilization focus in such areas as the fiscal sector,

trade and foreign exchange markets, the financial sector, labor

markets, and so forth.

To do that, we maintain contact with members through the Arti-

cle IV consultation. We also provide technical assistance with a

view to strengthening national institutions and the human capital
that is needed to operate those institutions. And we, of course, pro-
vide financial assistance to member countries in support of their

implementation of appropriate policies. At this time, the Fund has

approved or is in the process of discussing financing arrangements
for some 112 countries.

In the past, we have been accused of having a uniform or one-

size-fits-all approach to programs. There is an element of truth in

that because there are certain fundamentals to bringing macro-
economic stability, such as ensuring that budget deficits can be fi-

nanced with the available resources, and that excessive inflation is

bad for growth. But beyond those essentials, Fund programs in

practice vary widely from country to country. In recognition of the

diversity of country circumstances, the Fund has also evolved a
wide range of lending facilities. These include those with a short-

term stabilization emphasis, and others that have a longer term
stabilization and structural reform emphasis.
Most importantly, recognizing the difficult situations faced by

low-income developing countries, the Fund introduced highly
concessional lending facilities in the 1980s. The most important of

these today is ESAF, the Enhanced Structural Adjustment Facility,
which makes loans on favorable terms which includes an annual
interest rate of one-half of 1 percent. The ESAF has enabled us to

support low-income countries' adjustment and reform programs
without aggravating their debt service situations.

A final aspect worth mentioning in discussing our role in the de-

velopment process is our ability to respond quickly to developments
of a systemic nature that adversely affect a country's development
efforts. In recent years this has included helping coimtries deal

with the debt crisis and, most impressively, alleviating the impact
of high international prices and the disruption in demand resulting
from the Middle East conflict of 1990.

Let me turn finally to poverty alleviation, and environmental and
labor standards.
The primary way in which we contribute to poverty alleviation

and a reversal of environmental degradation is by supporting the
sustained implementation of appropriate macroeconomic policies.
That sounds like an indirect link, but it is actually a very direct

link. Countries in macroeconomic chaos do not focus on poverty al-

leviation and do not focus on the environment and other important
elements of the development process. They tend to concentrate en-

tirely on the day-to-day problem of how tney are going to pay the
bill for government operations. Thus, macroeconomic balance is an

absolutely essential component of dealing with longer term devel-

opment problems.
But macroeconomic balance is not enough, and we therefore do

more. With regard to poverty alleviation, our advice and technical
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assistance and support seeks to ensure that there is an appropriate
emphasis on social sectors within the overall macroeconomic strat-

egy. For example, in discussing the structure of the budget and
structural policies, we pay attention to social sector issues, espe-

cially in areas such as health and education. Since there are often

major structural changes in the course of reform, we also place em-
phasis on the adequacy of the social safety nets, including unem-
ployment insurance, job retraining schemes, and well-targeted wel-
fare expenditures. We support this emphasis through the technical
assistance provided, inter alia, by our fiscal affairs department.

In other areas, particularly the environment, we have to rely to

a great extent on other institutions for manv of the research and
policy recommendations, and we rely especially on the World Bank.
Within the Fund, and with a view to making sure that we are deal-

ing appropriately with the environment, we have started to compile
information on member countries' environmental strategies. This

improves our understanding of how they link in with their macro-
economic policies. We have also collaborated with other institu-

tions, such as the World Bank and the OECD, in analytical work,
including the proper way of accounting for the environment in the

specification of national accounts.
In May 1993, we hosted a conference on the relationship between

macroeconomic policies and the environment. The conference

brought together IMF staff, academics, and 20 leading environ-

mentalists, representing NGrOs from a range of countries. In No-
vember 1993, the staff reported to the Executive Board on progress
in integrating environmental considerations into the work of the
Fund.
We also discuss with member countries issues that relate to

labor policies. In many cases, we discuss with governments, and
sometimes with unions, options for the protection of minimum liv-

ing standards and safety nets and, more generally, improving the

functioning of labor markets with a view to sustained growth and
employment creation. In recent years, we have built up our con-

tacts and cooperation with a variety of labor organizations, includ-

ing the ILO, the International Confederation of Free Trade Unions,
and the World Confederation of Labor.
Let me conclude, Mr. Chairman, by saying that we are proud of

our responsiveness to the changing needs of our member countries.

The Fund has grown and evolved in the 50 years of its existence.

It has developed new approaches and new facilities to deal with the

challenges that we keep facing.
We have intensive policy dialogues with most of our member

countries. We give them wide ranging technical assistance, and we
provide financial assistance in support of their adjustment and re-

form policies. We do more than that because the Fund, by virtue

of its membership of 179 countries, provides a unique and invalu-

able forum for international deliberations on a range of economic
and financial issues.

Finally, let me emphasize again that our work program, as well

as the decisions of the Fund, are the outcome of the deliberations

of our member countries, operating through their executive direc-

tors in the Executive Board. This structure has demonstrated its

ability to evolve with the times and respond to emerging chal-
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lenges, and I am confident that with your cooperation and with

that of our member governments, it will continue to do so.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Fischer can be found in the

appendix.]
Chairman Frank. Thank you, too, Mr. Fischer.

And to begin our conversations, I am going to ask our colleague
John Langmore from Australia to speak. He is the man who sug-

gested to me that this meeting would be a useful thing to do, and
we worked together in convening it. He has a long record of very

important leadership in the areas of our concerns. John.

Mr. Langmore. Thank you, Mr. Chairman.
In order to be brief, I will be direct and say I found Mr. Bruno's

evidence deeply disturbing. He began by describing functions for

the Bank way beyond the intentions for which I understood the

Bank was founded, including, for example, contributing to the

peace process in the Middle East or giving policy advice to coun-

tries, and neglected to evaluate the impact of Bank programs over

the last decade or two and went on to say that in the future, the

Bank would be more evangelistic about its propagation of its poli-

cies, and concluded by malang some deeply controversial comments
about labor and environmental standards which would be strongly
debated by many people in many countries, I am sure.

My question to him would be, with really what authority does

the Bank plan to be more active in advocating particular policy ap-

proaches when the record of its policy work is so poor. As we know,
those countries which have had structural adjustment programs
have commonly not had programs which were successful. In fact,

a very comprenensive review, with which I am sure Mr. Bruno is

familiar, found that in only 7 of the 55 countries which had struc-

tural adjustment programs during the 1980's were they regarded
as being successful.

In relation to Mr. Fischer's comments, I was struck by the fact

that he was only partial in his comments about the articles. He ne-

glected to mention that promotion of exchange stability was one of

the functions of the Fund, because, of course, exchange stability

has been notable by its absence during the last 20 years, and—but

my central concern would be that the impact of Fund policies by
being so concerned with stability has been deflationary, deflation-

ary in a global sense, not only in a national sense, by having set

such a strong emphasis on reducing inflation.

There has been pressure on countries to reduce the level of eco-

nomic activity which might otherwise have been possible, and of

course that problem has been compounded by the asymmetry of

Fund activities, the difficulty it has in trying to achieve a greater

equilibrium in the exchange rates of major industrial countries,
and the problem that causes for developing countries, deficit devel-

oping countries.

So it seems to me that they are some of the central issues that

ought to be addressed this morning.
Thank you, Mr. Chairman.
Chairman Frank. Let me say, since that was fairly direct, I won-

der if Mr. Bruno wanted to respond.
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Mr. Bruno. Well, let me say, first of all, I beg to differ. But let

me, first of all, say that Mr. Langmore said that he was deeply dis-

turbed by the activities that do not naturally lie within the World
Bank's mandate. In this respect, I will not be formal. But the
board—and the board includes of representatives of the sharehold-
ers in the client countries—^has approved all of these activities, in

particular the Middle East peace process and giving policy advice,
and since I know the representative of your country very well, Mr.

Cosgrove, I know his views on that are not the same as yours seem
to be.

Now, on the tougher question of the impact of programs, I think
in what I said I was fairly open, and if you take sub-Sarahan Afri-

ca, what I said on the upside, is that even in sub-Sarahan Africa,

examples, some good examples emerge from the very systematic
study that has recently been conducted showing that adjustment
can work. At the same time, I said that in two-thirds of the coun-
tries in sub-Sarahan Africa, it hasn't worked very well, and the
Bank really has to be more selective. That is what I said.

Now, the problem with sub-Sarahan Africa—there is criticism

and justified criticism, is that the critics don't come up with alter-

natives. It is not that anybody has a better clue as to how to solve

these problems. They are very deep problems. That is what I would
say on that.

On labor and environment, that is my view and one can argue
about it.

And now finally on the evangelistic approach, let me say this: I

admit that the view on getting more into ideas and policy advice
in the balance between money and ideas is one that I have been

pushing in the Bank, and I don't necessarily here express an offi-

cial view, although to some extent, if you look at the vision state-

ment that has recently been given out by the Bank, some of that
is included.

It is my honest belief that in a world in which private capital
flows take over in an increasing number of countries, there is a

comparative advantage of the Bank in not competing with private
capital flows, of complementing them by setting up the enabling
environment and providing the policy advice for which it is unique-
ly placed.
Thank you.
Chairman Frank. Let me call on some of the other parliamentar-

ians, and then, within a few minutes, we will see if members of the

panel of experts would like to join in.

Are there others who would like to—^yes, Mr. Graham.
Mr. Graham. Thank you, Mr. Chairman.
I must say, sitting here in this wonderful room, I can't help but

thinking that we are revisiting a little bit the debate between Alex-
ander Hamilton and Mr. Jefferson over the issue of the wisdom of

having banks at all. We are perhaps now moving onto the inter-

national level the issue of banking which you had to struggle with
in the latter part of the 18th century about the wisdom of national
banks. And I think that is very welcome, then, to see that in these
international institutions we are coming to grips with the same
type of things that we have to come to grips with in our own na-
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tional institutions of national banks and central banks, and so

forth.

We in Canada have just completed a review of foreign policy in

which we heard a great deal about the aid and development proc-

ess, not only from experts, but from ordinary Canadians that par-

ticipated a great deal in that review, and while I would not go as

far as my colleague from Australia, there is no question that there

is a tremendous perception of those who are out there in the aid

field and who are dedicated workers in this area that, in fact,

structural adjustment programs have not been successful. In fact,

they have usually produced more grief than they have solved, and
that is a concern for us.

And the second concern that we had to come to grips with, and

again I wouldn't go as far as my colleague from Australia, but we
dealt extensively with this problem of linkages, trade linkages be-

tween the environment, between—well, particularly the environ-

ment and labor standards, but also with human rights, which you
do not mention, Mr. Bruno, and I wondered, again without getting
into some cultural imperialism here, whether you would be willing
to comment on the Bank's view of the human rights issue as a form
of good governance and therefore as a matter of basic human
needs. I will ask you a specific question.
You say the Bank is now addressing this issue of basic human

needs, rather than perhaps large capital developments, roads and

bridges and things. But how are you going to find a consensus of

what that term means in the international community? We found
a great deal of difficulty in coming to grips with a specific consen-
sus on what is the definition of basic human needs.

Mr. Bruno. Now, let me on the human rights question say this.

As individuals, we have our views, and I happen to have strong
views on this subject when it applies to me as a citizen in my own
country. The question for the Bank as an institution, is what
should it do in terms of development assistance; namely, should it

follow the line of some governments which for reasons that they
choose to, decide not to assist certain countries in which they feel

that human rights are not satisfied.

The Bank, by its charter, has not followed that course. It has

gone into countries in which, by the standards that as individuals

we might think are proper, a government or country wouldn't go
in. That is a fundamental difference between the World Bank as

an institution following its charter and between what individual

countries such as, I take it, yours follows and which I would like

the government of my own country to follow. I happen to be a citi-

zen of Israel, but that doesn't matter. That is my answer to that.

Now, what are basic human needs beyond the political and moral
issues may be subject to debate. But I think if you get a group of

people together to discuss what basic human needs are, you would
find agreement on the economic elements of what the human needs
are. I mean in terms of health and food and I mentioned those. The
political aspect, the moral aspect is a problematic one admittedly.
Chairman Frank. Mr. Lennmarker.
Mr. Lennmarker. Thank you, Mr. Chairman.
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First of all, thank you for inviting us to this important meeting.
I think it is a good thing for us parliamentarians to be able to dis-

cuss this in an international context.

When it comes to openness, I would say that there is a tendency,
not only in Europe, but I think worldwide, that parliaments get
much more involved in international matters. The tradition of
strict division between foreign policy and domestic policy is being
blunted because increasingly things are decided on an international

scale, and we need to go into this also on the parliamentary side.

I think that it is very essential also for the IMF and the World
Bank to recognize the growing importance of the parliamentary
side.

When it comes to the policy set out by Mr, Bruno, I essentially
share his views. I think they have been very fundamental when it

comes to focusing on development and the conditions for develop-
ment, and I can say that in Sweden we have found them particu-
larly interesting, not least when it comes to the "Adjustment in Af-

rica" study, which has influenced a lot of thinking inside Sweden
when it comes to development aid to that particular area of the

globe.
But as we know, adjustment is a very difficult process. We have

seen that most obviously in Central and Eastern Europe, but the
same goes for other parts of the world, because the fruits of adjust-
ment don't come immediately. It takes time. There is really a risk

for backlash in adjustment, and that requires, of course, an open
debate to anchor the adjustment processes, which is difficult but

necessary. I think that might be one of the main reasons why open-
ness is so necessary, especially when anchoring tough decisions

that will yield fruit only after a couple of years. That goes, of

course, most to the countries affected by the adjustment, but also

for creditor countries, I think, because there is a wide debate inside

our country, as shown from Australia and Canada already, about
the outcome of such an adjustment process.
So I think it is a worthwhile initiative really to focus on that, be-

cause if we are agreeing on the goals, then we must have discus-

sion of the appropriate means. That needs another type of discus-

sion, perhaps more thorough discussion than we have had so far.

Of course, the authority is always a performance authority. You
must be judged by what has happened with the adjustment pro-
cess. And basically on that, I disagree with my colleague from Aus-
tralia. I think basically when we see an adjustment process going
on for a certain time, we can see the fruits of it.

Thank you, Mr. Chairman.
Chairman Frank. Ms. Svensson.
I think what we will do is allow the representatives of the World

Bank and the IMF to respond every so often, because I think that

might make for a better flow of discussion.

Ms. Svensson, and I have others on the list.

Ms. Svensson. Thank you, Mr. Chairman.
I would like to address my questions to Mr. Fischer. I represent

Sweden here, and I share the belief on poverty reduction as a main
issue. We must use a two-track strategy, meaning to promote eco-

nomic growth as well as to promote investments in people.
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Now, I was a bit surprised, though, that I missed something in

Mr. Bruno's introduction. And that was he didn't mention or you
didn't mention at all one of the lessons that we definitely have
learned during the last decade, and that is the importance of sup-

porting women in development. And I wonder if you could comment
a bit on that and what is the Bank's attitude for the future and
how are you going to proceed on that issue?

Also, it would be interesting, but maybe we will comment on that

later on, what is the division of labor between the different institu-

tions? For instance, of course, the World Bank, but also the U.N.

agencies and the bilateral donors. Because there are now so many
signals of dcnor countries reducing their aid programs, so we must
be very effective and efficiency is very important.
So I wonder if you could comment on that or maybe we could

come to that later on. And that also refers, of course, to the issue

of evaluation, which I think is ever so important, and that we real-

ly evaluate the different projects, and not only projects but also the

policies.
Thank you, Mr. Chairman.
Chairman Frank. Do you want to go ahead and respond to that?

Mr. Bruno.
Mr. Bruno. Let me just say again, I really agree with what Mr.

Lennmarker said on adjustment. I think it is important to stress

that the evidence, and there is cumulative evidence, shows that

coming out of a deep crisis, there is only a limited set of policies
that you can undertake. I mean, that is a Fund concern, the Bank
comes in on structural adjustment. There has not been a clear al-

ternative. That is one of the problems.
And let me say this, the outcome on the whole is that successful

adjustment policies lead to good results. Namely, in one case after

another, growth in countries rises after the crisis, at rates that are

often higher than pre-crisis. There is a question of a relatively
short adjustment period, that is one, and the other is adjustment
is a positive sum game. I mean, over time, everybody can in prin-

ciple gain, but some may lose out. And that is where targeted inter-

vention like safety nets, unemployment benefits, these things come
in, and it is a question of carefuUy crafting a program so that you
don't in the transition harm some groups in either politically or

ethically unbearable ways. But I think we have enough cumulative

experience to show that it can be done.

Now, on the issue that Ms. Svensson raised, admittedly, I did not

mention women in development, but you may be aware of the fact

that it features as a central issue in both our research work and
in our policy work. Let me just give one example. One of the impor-
tant lessons of the East Asian success is the emphasis that was
given in those countries to the education of girls. This is doing two

things: One is it has an effect on population growth; and the other

is it has an effect on the education of the second generation. And
that is fundamental, and a fundamental part of the explanation of

the so-called East Asian miracle.

An important question that arises in all of our documents over
the last year or two that have to do with these issues is what sort

of experience can you hope to transfer from one country to another.

And there are many experiences that you cannot transfer. That is
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one overriding finding, where you find the difference among coun-
tries having to do with a difference in the share of expenditure
going to primary education rather than to higher education. And
we have the experiences of that in America and some African coun-

tries, where the share of education expenditure was the same, but
it went to higher education, which perpetuates and, in a sense,
helps the eHte but doesn't help the gprassroots development process.
So that is the issue. I admit to failure in not, maybe not including
it here, but I don't think there is any problem if you look at the
Bank's documents and publications in the last years.
Chairman Frank. I am just going to turn to two of our experts—

we would like to hear first from Ms. Hagen.
Ms. Hagen. Thank you, Mr. Frank.
Mr. Bruno has twice now mentioned that there is no alternative

to the policies that are being pursued in the arena of structural ad-

justment. And the second time he did that, he then proceeded to

talk about the ways in which alternatives are in fact being devel-

oped. And it was catching me off kilter to hear that there were no
alternatives, because I thmk we all do recognize that there need to

be alternatives, and we are learning ways to be much more respon-
sive to the immediate environment in which structural adjustment
has to occur.

When structural adjustment programs were initiated as a result
of the severe disruptions and the crises of the 1980s, many of
which we continue to have in many different situations today,
there was at first a very negative reaction to the very harsh actions
that were perceived to be necessary to adapt the countries' policies
to these crisis situations. And yet gradually, as people adjusted to

some of the ways of change, they came to appreciate (and we all

came to appreciate, I think) the significance generally of engaging
in structural adjustment and addressing the crisis elements that

required such initiatives. But there are alternatives in terms of the

long-term development prospects of coping with the problems and
avoiding the crises in the future.

And one of the things that is important to note is that the Bank
and the Fund are both developing a better appreciation of the so-

cial dimensions of adjustment. But there needs to be a whole lot

more in terms of the dialogue in initiating an appreciation for

participatory involvement of the social partners and of the various

parts of the government besides the finance ministries in develop-

ing the plan of action for development and change. It is just such
a very, very important element of the discussion that I felt it

should be brought up right now.
Chairman Frank. Dr. Sanchez, then Mr. Fischer. Then we will

come back to our parliamentarians.
Mr. Sanchez. Yes, my comment is also in the same direction. I

think there is a wide range of alternatives that can be valuable if

there is participation of the local governments and local groups af-

fected. If there is adequate consultation in the recipient country,

following the new policies of the World Bank, there is a bigger
chance of success of the project. The Bank itself recognizes this.

However, the Bank has not had a clear definition of what consulta-

tion is, how it should be carried out, and with what groups, so the

process of consultation has been inadequate. I believe the World
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Bank needs a clear definition of consultation and precise guidelines
on how that consultation should be carried out in order to guaran-
tee adequate public participation.
Chairman Frank. Mr. Fischer, did you want to join in at this

point?
Mr. Fischer. Thank you, Mr. Chairman. I would like at some

point to respond very briefly to the issues raised by Mr.

Lennmarker; could I do that?

Chairman Frank. You can do that.

Mr. Fischer. First of all, let me say, the initiative of putting this

gp-oup together seems to me to be an extremely valuable one. Let
me now respond specifically to the questions raised so far.

I don't agree with the statement that the impact of Fund policies
is deflationary in a global sense. In fact, the Fund has been one of

the major providers of resources to developing countries. And in

asking now a country is able to continue with its programs, you
have to make sure that it has the resources to support them. The
alternative to what has been done is to provide more money. That

money would come from more Fund resources, or from more bilat-

eral aid.

We keep pushing for that. In every country where we provide as-

sistance, we work to generate a financing package, as does the

World Bank, through bilateral donors, and so forth. But I don't

think that in recognizing the fact there is a limited flow of re-

sources to developing countries, we are deflationary. We are rec-

ognizing the realities of the budget constraints on those countries

and are working with them to enable them to operate efficiently in

using those resources. The populist alternative to Fund policies has
tended to lead countries to run into a wall at some point, and then

you have a very tou^h adjustment process to undertake.
The second question concerned the asymmetry of our activities.

We are certainly vocal in dealing with industrialized country mem-
bers. Since policy recommendations are discussed and endorsed by
the Executive Board, the industrial countries are in fact quite vocal

in dealing with themselves and they are perfectly willing to sign
off" on a variety of excellent policies. But implementation is some-

thing we don't have much control over when we don't make loans

to them. That is a fact of life that we try to deal with by analyzing
the policies of these countries and their impact on the developing
countries.
The only other point I would like to make is a general one, which

relates to several things that are being said around here, and that
is an issue that is identified as "ownership of the program." There

has, of course, been a great deal of evaluation of the determinants
of the success of adjustment progprams. And one of the most strik-

ing findings has been that, quote, "the ownership of the program
matters a great deal."

Programs that are implemented by governments, their own pro-

grams, with the support of the Bank and the Fund, tend to suc-

ceed. Programs that are implemented because the countries need

money and are dragged reluctantly into doing a variety of things,
have tended not to succeed. The whole issue relating to openness,
public support and participation, is the mechanism through which

ownership takes place. And that is a crucial ingredient.



20

The evaluations of programs undertaken in the Bank and the

Fund strongly support the view that is expressed that programs
that work are those genuinely "owned" by the countries.

Chairman Frank. Mr. Lester.

Mr. Lester. This, I accept, is an informal meeting of interested

parliamentarians. And in terms of accountability, obviously our

own national governments are the people we should hold respon-
sible for dispersing their policy objectives and also the results of

those policies. I just wondered, to help those of us who might be

trying to pressure our own government, whether you have done

any work on the various ways in which member governments actu-

ally carry out that function, how they actually carry out the func-

tions of consulting with their own parliamentarians? I don't mean
it in a sort of pejorative sense, I mean it in a purely analytical

sense, of how the various methods of accountability different gov-
ernments pursue.
As far as the key issues, our party group and indeed the par-

liamentary group in the U.K, take a particular interest in the se-

verely indebted low-income countries, partly historically because of

our long association with Africa, but also because they are the peo-

ple who suffer the most.
And I have got two questions: In terms of the debt overhang, is

there any reason why, in your opinion, in the overall assessment
one shouldn't include multilateral debt as well as commercial debt

and bilateral debt as a total? And whether one shouldn't look at

mechanisms to deal with all three in terms of the ceiling on debt

service ratio for particular countries, and indeed the dreaded word
write-off or freeze or any other mechanism that anyone can invent

between either an IBRD, ESAF, to relieve that pressure?
Second question, in terms of the two-thirds of the adjustment

programs that haven't worked well, I suspect a great many of those

are in sub-Saharan .^rica. Is there any work done on the region's

problem as well as the domestic national problem, which would
also be why these countries cannot succeed, and whether regional
infrastructure and development of a North African market, an East

African market, a West African market, a Southern African mar-

ket, wouldn't be a very constructive way of progressive poverty alle-

viation, as well as the traditional things that you both mentioned
in your presentations?
Chairman Frank. Let me call on a couple of other parliamentar-

ians, and then we will get back to it.

Ms. Panezai is next.

Ms. Panezai. Thank you, Mr. Chairman.

My first question is to Mr. Fischer, the IMF representative. As
I know that function of the IMF, I am talking about the letter of

intent, which is the report made by government officials from

drafts by the IMF people. I think that is the principal economic

issue.

The letter of intent should be debated in the parliament, where
the parliament exists, and get approval of the parliament. Unfortu-

nately, in a country like ours, in recent years a government has
never completed its normal tenure, nor has the parliament. So even

in the parliament nobody knows what is going on between the gov-
ernment officials and the IMF and the World Bank.
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I am one of the parliamentarians, but sometimes they just say
this is a condition of the IMF; nobody knows what the specific con-

dition is. In my opinion, if you want to get support for these pro-

grams, the letter of intent should be debated in the pariiament and
be approved by the parliament.
The second question is to Mr. Bruno. When you make the coun-

try reports, before drafting the country paper, you must tell people
that they should hold a public seminar in different areas and get
the ideas of different economists. Unfortunately, only 30 percent of

the people are living in big cities. They have all the facilities. But
the 70 percent in the interior have no facilities. As vou said, Paki-

stan is not doing very well. This is the reason. Unwrtunately, no-

body knows about the World Bank. And 70 percent of the popu-
lation has never had clean drinking water or sanitary facilities.

If you go to the public and hold a seminar, you will get an idea
of

exactly
what you need in that area. Also, as one of my colleagues

just saia, there is no participation of women. I agree with her.

Some special budget for women is nothing. Instead, you have to

take women into confidence, equally as you are doing for men, in

every field and offer them equal opportunities.
Thank you.
Mr. Feldmann. Can I have a comment on this, sir?

Chairman FRANK. Yes. Let me put you on the list.

Mr. Feldmann. I want to make a comment.
Chairman Frank. Very directly on that? Go ahead.
Mr. Feldmann. Yes. My question is exactly what she said. What

can be done in order to facilitate the flow of information to par-
liaments and parliamentarians? This is a key issue. Most of the de-

mocracies are not reality in many of our countries, and the par-
liaments are still weak institutions and must be strengthened. As
a parliamentariEin in Brazil, it is almost impossible to have any in-

formation from the institutions that you represent.
Chairman Frank. It is clear that the information flow between

the parliaments and the executive directors has become an impor-
tant issue, and in the final hour of our discussion we may talk

about some ways that we can work on that.

Let me get a couple more of the parliamentarians, then I am
going to some of the other experts. We will get back to this. I will

add others to the list.

Next we have Mr. Tarre.
Mr. Tarre, Thank you, Mr. Chairman.
It is the same matter that we are speaking about now. Mr. Fisch-

er spoke about disclosure of information and the progress that the
IMF is making in that matter. But the fact is that loan documents
and policy advisories are confidential. And they are never declas-

sified. Some governments make them public, but some not. And not

only parliamentarians, but people have to know about this informa-
tion. What are the real chances of a more open policy from the IMF
in the short term?
Thank you, Mr. Chairman.
Chairman Frank. Let me take Mr. Denham at this point, then

we will ask some of our experts in response. I then have Ms.

Kessler, Mr. Ohno, Mr. Weissleder, and Mr. Sisulu. If there are
others who wish to speak, just indicate and we will get them listed.
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We next have Mr, Denham.
Mr. Denham. Thank you.
I think one of the problems is the instinctive response of the

Bank and the Fund to criticism that is raised. We have had this

morning, in response to any questioning of the adjustment process,
the answer that there is no alternative to adjustment. That isn't

a debate that any of us is in.

Every single national parliament here, north and south, spends
time discussing how it adjusts to a changing world economy. No-

body suggests the debate isn't about having adjustment. You can't

avoid it. The worry, I think, is the tendency of both institutions to

collapse the debate about whether you need adjustment into one

form of adjustment.
Now, for example, in Mr. Fischer's evidence, he talks of improv-

ing the functioning of labor markets. In my country, and in most

countries, there is a wide political debate about what an efficient

labor market looks like. The fear is that the Bank and the Fund
will settle on one view of what an efficient labor market looks like.

And if we look at adjustment processes, we see that it is more
often that one sees regressive rather than progressive taxation,
that there is more likely to be emphasis on reform of state eco-

nomic enterprises than on the ownership of land. And I think the

question really for the Bank and the Fund is can they find ways
which accept that there are real political choices in the design of

adjustment programs within the necessary macroeconomic frame-

work, and can the Bank and the Fund find ways of encouraging
that open debate about the real political choices that can be made

by adjusting countries so that there is a proper debate around
those choices? And one in which the peoples of those countries par-

ticipate, rather than what I perceive to be the process at the mo-

ment, that both in borrowing countries and in the major share-

holder countries, we are told there is really only one answer to this

question, and this is the one we put forward.

Chairman Frank. Let me see if Mr. Fischer or Mr. Bruno, either

or both, want to speak. Then we will hear from Dr. Jebuni, Profes-

sor Sachs, and Dr. Gwin, and the others, if they would like to

speak. Yes, Mr. Bruno.
Mr. Bruno. The one question that goes through all these com-

ments, and it really is a key question
Chairman Frank. Push the mike a little bit closer to you. You

don't need to move, the mike will move.
Mr. Bruno. I say one common question that seems to go through

all this discussion is the issue of success or failure of adjustment.
And what is it that is an alternative?

And let me be clear on this. I think there is overriding experience
that there is no alternative to good policy. And the issue is as fol-

lows, and I think it is important to stress it: When countries fail,

they fail to adjust, it is not that adjustment has failed. And let me
stress, we have obviously learned from experience and there is

more to learn.

Namely, we have learned more about the social aspects of adjust-

ment. We have learned about the importance of ownership, of par-

ticipation in the institutions. That is a shift in views. It does not
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fundamentally change the need to adjust. And that is an important
point that I wanted to make.

It is not that there are no alternatives. There are alternatives of

supplementing the basic adjustment package with the kinds of poli-

cies that alleviate the short-term pain. Because that is the prob-
lem. Adjustment, as such, improves the lot of people. Not individ-

ual people, but the opportunities for countries to get out of the cri-

sis. And on that, there is overriding evidence.

And let me repeat it, and here I would like to supplement what
my friend Stan Fischer said, it is not correct that adjustment from

deep crisis is deflationary in the sense that if you look at the num-
ber of years after crisis, there is unequivocal evidence pointing to

the fact that countries grow faster after crisis. There is, maybe,
often a short-term adjustment problem. Some groups in society suf-

fer. And since the lot of a country as a collective improves, there

are ways of redistributing the gains so as not to hurt groups that

may otherwise suffer. That I think is the main issue.

So I do not differ by saying that there are no lessons and there
are no different things. But I think it is wrong to say that adjust-
ment as a concept has failed.

My second point, briefly, on the question of openness, and semi-
nars and country seminars, and so on, I think the Adjustment in

Africa study is an example where—^you know, you can argue with
a study and there have been arguments, smd I am sure Catherine
will have something to say on tnat, too. This study has been dis-

seminated in the countries, and there were seminars, both regional
and country seminars on it. Ghana has had country seminars.
Let me point to EDI, the Economic Development Institute, whose

mandate now is, under my responsibility in the Bank, to move
away from basic training which can be done by other institutions,
into policy-related work, to talk to audiences beyond government
officials. There are seminars for parliamentarians, and public semi-
nars where people in the country at large can participate. And that
has already been happening. I can point to concrete examples.
Thank you.
Chairman Frank. Mr. Fischer.
Mr. Fischer. Yes, let me start on the openness issue and then

come to the multilateral debt issue.

It is interesting how much procedures vary among countries. The
two parliamentarians who raised the issue are from countries

whose neighbors do submit these documents to parliaments. India

submits its letter of intent to the parliament. Brazil has made its

letter of intent public. So the procedures vary among countries and
we have to recognize the realities. It will be very hard for the IMF
to mandate a set of procedures relating to how agreements that we
reach with governments are implemented internally.

I can't imagine us requiring something which would apply to

both the United Kingdom and the United States, for example. In-

deed, the Congress could reject it, saying correctly that that is a
matter to be decided within the U.S. government. We welcome the

publication of these documents, and we believe that their publica-
tion is part of the process that helps governments get support.
There is of course a sensitivity that varies among countries with

regard to how they think of the Fund and the Bank. In some coun-
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tries, it is perfectly acceptable to say in parliament that this was
done as a condition to get an external loan. In other countries, that
would guarantee the defeat of the program. And we simply have
to rely on governments' ability within their own political context to

carry out agreements that they reach with us. Our general empha-
sis is that openness is likely to be more successful.

Mr. Lester asked two questions, which I probably don't know the
correct answer to either, but let me try one. How do governments
interact with their parliaments?
We don't have systematic information on this issue. I believe that

in some countries, for instance, the United States, Members of Con-

fress
can have access to Fund documents on a confidential basis,

ut I am not certain if that is true. I suppose that must be the case
in other countries as well. Your treasuries or central banks do have
these documents, and how you get to them is something that
should be possible to solve.

On the issue of the debt to the multilaterals, the key question
is whether the debt to the multilaterals should be treated dif-

ferently from commercial and bilateral debt.

There is one very important reason to think that might be the
case and that is that we will continue to be involved in lending to

these countries. The commercial banks were by and large getting
out of countries. The current strategy involves for the poorest coun-
tries concessional assistance from ESAF and from IDA and from
member governments through grants, concessional loans, and debt

rescheduling. We have analyzed the number of countries for which
the current debt strategy is likely not to be sufficient. The result

is a very small number of them—seven countries. Of those seven

countries, a couple are in those difficult cases that are in arrears
to the Fund.

In thinking about this issue of debt to the multilaterals, it is im-

portant to note that by and large this is concessional debt. This
means certainly that the conventional debt stock ratios are inap-
propriate.
The flows of resources associated with repayments on these debts

are much smaller than on commercial debt and that is an impor-
tant issue. It is the case that for developing countries, including a

large group of the poorest countries, there has been a positive net
resource transfer, except in isolated years when there have been

particular problems of them not being in conformity with agree-
ments. But by and large, a positive flow of resources has been
maintained.
We are obviously examining the situation of these countries all

the time. For one reason, the U.K government has formally re-

quested us to do so, but in any case, we would be doing that. And
again, this issue will be taken up again by the Executive Board,
as part of its regular work.

I think the issue of the write-off of multilateral debt that you
raised is a very complicated one, because the question then be-

comes how do you put a fence around that. Our view so far has
been very strongly that we prefer to put new money in at

concessional terms rather than to write-off the debt.

And if you ask if there is a difference with the commercial banks,

yes there is. Not one of these poor countries will not be needing sig-
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nificant flows of resources from the Fund and the Bank for the next
20 years. Asking us to write off debt at the same time as we have
to put in new money creates a very complicated situation. That is

why we prefer to try to deal with it by concentrating on the flow

of resources into those countries and the provisions of new flows to

help them deal with the difficult situations in which they find

themselves.
On the regional issues, there has been a considerable amount of

thought given to possible regional arrangements. They have been

very difficult to put together, and the international experience sug-

gests that regional trade arrangements seem to work better with
countries that are already undertaking trade liberalization.

We often ask why is it that regional trade arrangements seem
to have failed in the 1950s and 1960s and worked in the 1980s in

Latin America. And the answer as far as we can see is that in the
1950s and 1960s you had countries that were fundamentally in-

ward looking and were opening to a select group of countries. In

the 1980s, you had countries who were opening up in general, and
were opening up more rapidly to their neighbors, and those things
seem to have been working better. So we believe that within an
overall framework of multilateral trade liberalization, you mav do
better with these arrangements. We certainly have thought about
them and talked to countries about them.

I think that is enough on these issues, Mr. Chairman. Oh, I am
sorry, Mr. Denham raised a question, which is can we find ways
of working with countries that accept their real political choices,
and can we encourage the debate.

I think the issue on the real political choices is that the Fund
and the Bank very rarely insist on a particular program specified
down to the last details. And our basic line is, you give us a pro-

gram that persuades us that it is going to contribute to growth and
we will support it. So you will find as you look at diff*erent coun-

tries that not every area is covered in every country. And if you can
make progress in one area, and we don't agree on, say, what is the

right way to do labor market reform, then we will just leave the

labor market out of it until there is more consensus. So I think
there is considerable room to respect the political choices of the in-

dividual countries.

In terms of encouraging the debate, we are always willing to take

part in public discussions. We are occasionally invited to do that.

We have this general encouragement of publication of PFPs and
letters of intent, and we emphasize ownership and what we regard
that as requiring, which is that people know what you are doing.
Chairman Fr/^. Dr. Jebuni.
Mr. Jebuni. I was just going to disagree with Mr. Bruno
Chairman Frank. I think you need to make a structural adjust-

ment in your microphone.
Mr. Jebuni. Yes. I was going to disagree with Mr. Bruno, that

in sub-Saharan Afi-ica there are no alternatives and that the alter-

natives we are talking about are in terms of trying to alleviate the
short-term pain.

I think the reason that it seemed to him there are no alter-

natives is because of the lack of openness. There has never been
a real debate on structural adjustment policies. What we are con-
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cemed with, the alternative that we are thinking about in sub-
Saharan Africa, is how to convert the short-term adjustment poli-
cies into long-term development policies

that can induce a sus-
tained increase in output and employment. And I think in that re-

spect there are alternatives that can be discussed and debated.
Thank you.
Chairman FRANK. Professor Sachs.
Mr. Sachs. I also want to touch on this question of openness and

choices. I think in very broad terms most of us, or maybe all of us,
would agree that the general directions of structural adjustment,
integration in the world economy for countries that had cut them-
selves out or are getting budgets under control and very high infla-

tion countries, is necessary. But I think Mr. Denham put it exactly
right when he asked within that general rubric are there choices

to be made.
And my own view as a practitioner in more than a dozen coun-

tries is that there are constantly choices to be made and these
choices are of enormous significance in whether the short term will

ever turn into the long term, whether the short term is going to

turn into chaos, or whether a program can be sustained.
And the two gentlemen that have spoken to you are rightly con-

sidered two of tne greatest artists in the world in this practice of

design, because there are constant choices. There is no simple blue-

print. There are choices in how to manage short-term debt burdens,
whether they should be relaxed, whether countries should be asked
to pay, whether they should be written down, and so forth.

There are choices in exchange rate management, whether to go
with the pegged exchange rate or floating exchange rate system.
There are choices in currency reform, whether to introduce a new
currency, to have an independent central bank, have a monetary
board, and so forth. There are very important questions in the tim-

ing and amounts of aid mobilization: How much aid do you need
to support a program? Should it come up front? Should it be
tranched? In what ways should it be conditional?
Those are actually the guts of real choices. Once you get past the

idea that good policies are good, you have to go to design, and de-

sign is an art and a political art as much as a science.

That leads us directly to this question of openness, I believe. Be-
cause in my view, the process has been extraordinarily closed, and
detrimentally so. The IMF, in particular, by nature of its actions

is about the world's most secretive organization, certainly the most
secretive nonmilitary organization. You will be surprised to know,
or maybe you do know from your own efforts, that every single IMF
document ever stamped as classified since 1946 is still residing in

a vault without any declassification whatsoever. Even the CIA has

30-year decontrol of information, but the IMF has absolutely none.
The fact of the matter is, ladies and gentlemen, you cannot over-

see the IMF under current circumstances because you do not know
what their recommendations are. So you cannot judge whether
their recommendations have been successful or not successful. And
I assert that to you, I would go case by case in 15 countries that
I negotiated literally with the IMF over this period. What happens
is if the programs fail, it is fobbed off as mistakes of the member
countries, not as mistakes of the policies that were made. And you
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cannot read the records. So it is a matter of faith one way or an-

other.

Coming down on the airplane this morning, I was amused and
bemused and bothered, frankly, to read in the latest weekly IMF
survey of a new internal IMF study of the monetary arrangements
in the former Soviet Union. This is one of the great mistakes that
was made in recent years, the IMFs failure to recommend separate
national currencies. And I was advising many of these govern-
ments, and the IMF came in very strongly and asserted in 1992:

You will keep your common currency.
Well, now that turned out to be a serious mistake, that every-

body should stay in a common Soviet ruble area. Eventually it

broke down, as it was obvious it would.
What does the IMF say? The IMF doesn't say we gave bad ad-

vice. According to the study, these newly independent countries ap-

peared to have appreciated their limited institutional capacity to

run central banks. So the responsibility is put on the country, not
on what was absolutely uniform advice, 15 missions to 15 successor

States, in what was a real policy debacle, certainly even known at

the time, but especially in retrospect.
So I believe that there is a very serious problem. In my view, it

is not enough to declassify Article IV consultations or policy frame-
work papers. What has to be made public and debated is IMF pol-

icy recommendations themselves as they are manifested in actual

lending documents.
And the fact of the matter that we have taxpayer dollars, frank-

ly, that are put at stake on top of everything else, without having
any idea whether the money is wisely lent or not, I think is an-

other problem.
So from my point of view, there are three serious consequences

to the lack of disclosure of lending documents and policy rec-

ommendations.
First, there is no solid professional independent review of the

IMF by anybody. Because I can't get the data, you can't get the

data, no professional now can really make judgments. And believe

me, I have worked with the Fund as an outside scholar more than

just about anyone else in the world. It is impossible to get the
record to judge whether the policies have worked or haven't
worked.

Second, the debtor-country ownership issue is a serious one. And
it is not a case of ownership now, when documents are absolutely
secret.

And third, creditor country oversight, I believe, is impossible. It

is one thing, and I do believe that the basic directions of policy are

right at both the World Bank and the IMF. Basically they are on
the right track. But there are so many specific mistakes, weak-
nesses in management, blunders that have been made that take
too long to clean up. But you can't know it if you remain with gen-
eralities and with confidential documents that can't be assessed.

Let me just name very quickly, if I may, four areas where this

has been a serious problem.
First, in the debt-relief process. In took too long to get debt relief.

It took too long to get an honest discussion. And even today, politi-

cally weak countries that objectively have unbearable debt burdens
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can't get write-offs. The debt process is still thoroughly political.
You have to be in some powerful country's good favor in order to

get good relief because you don't have public accountability on this.

Second is exchange rate management. The IMF made serious

mistakes in its exchange rate policies in recent years in countries
that stabilized. The two scholars sitting to my right demonstrated
importantly many years ago the role of stabilized exchange rates

in making programs work, but the IMF went in a very different di-

rection.

Third, the IMF blundered with regard to the introduction of na-
tional currencies in the ruble area, with tremendous significance.

Fourth, even to this day there is inadequate aid mobilization in

key programs for politically weak countries that fall outside of the

geopolitical interests of the major shareholders. And this comes
from the fact that you cannot read in the documents without them
being public how much adjustment versus how much aid is being
asked for. In certain areas in the Middle East you have ample re-

sources that flow in. In other parts of the world, you do not have
the aid mobilization.

Finally, a word of procedure. The IMF certainly could as a body
decide tnat any loans are predicated on public release of informa-
tion. It is a privilege to borrow money from the international com-

munity, and there is no reason why that privilege cannot be joined,
for all of these policy reasons, with the requirement for the public
release of documents as a condition of the loans that are being
made.
Chairman Frank. Let me just talk about procedure. Mr. Fischer,

we will give you a chance to respond in a bit. Dr. Gwin wanted to

speak.
What I would like to do, after Dr. Gwin speaks, is to complete

the roster of those parliamentarians who would like to say some-

thing. That will still leave us plenty of time. After each of the par-
liamentarians has had an opportunity to make the first interven-

tion, we will then I think be able to discuss a couple of topics, since

we still have a hour and a half left. And so I would like to call on
Dr. Gwin. I have a list of some other parliamentarians.

I would also say I now envy those of us who have come from
overseas. This is for you an interesting and provocative abstract

discussion of intellectual and moral principles. As for me, to illus-

trate Tip O'Neill's maxim that all politics is local, I have two con-

stituents on the panel and they are disagreeing with each other

completely. So while the rest of you can pontificate, I will have to

dance a little bit. But that will be my problem.
Ms. Kessler was next on my list. Ms. Kessler, I am sorry; first,

I would like to go to Dr. Gwin; then we will go to the parliamentar-
ians.

Ms. Gwin. I think the contribution that this first meeting of par-
liamentarians can make is a very major one if what it accomplishes
is to advance the search for common ground among different mem-
ber countries of these institutions as well as among different con-

stituencies within the countries themselves. In the spirit of treating
this meeting as an effort to advance common ground, let me say
that I think we have already heard some things that represent sub-

stantial agreement, and yet there are a lot of areas among the par-
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liamentarians present, as well as among those of us on the panel,
where agreement remains elusive. We should perhaps try to focus

on some of those areas of disagreement as well in order to clarify
the source and the scope of the disagreement.
Where is there clearly common ground at least so far in this dis-

cussion? I think on the issue of disclosure there is no disagree-
ment—not from the representatives of the institutions that are

here, nor from the parliamentarians, nor those from those of us
outside these institutions—that disclosure is fundamental to the

continuing support for the institutions and for the success of the

programs that they are being asked to fund. There is, in other

words, a direct relationship between disclosure and ownership. I

think we all agree on that.

Let me go on to say that I am not sure we agree on where the

responsibility for ensuring that disclosure lies. There is no doubt
that the institutions have been slow to take a lead on making the

case that disclosure serves the interests of ownership and, there-

fore, serves the interests of the success of their programs. But, in

fact, the member governments of the institutions have been even
slower. And that is where the problem really lies and that, it seems
to me, is where the work of parliamentarians properly begins—
with your own executive branches.
The executive directors of-these institutions, not the managing

directors of these institutions, can establish a policy which links fi-

nancing to disclosure. That is a policy decision that lies in the

hands of member governments.
Second, I think there is very broad agreement among all of the

people who have asked questions and all of the people who have

spoken that poverty reduction is a central objective. And there

seems to be quite a broad consensus on the policy contours that are
essential to advance the goal of poverty eradication. This is some-

thing we shouldn't take lightly, because 10 or 15 years ago there
wouldn't have been nearly as much consensus. Yet in the interven-

ing years the international community has made tremendous
strides on understanding the problems of poverty and understand-

ing the multiple tracks that have to be followed to eradicate it in

its worst forms. You heard Michael Bruno speak in terms of a two-

track approach.
I would modify his point by describing the consensus which has

emerged as a three-track approach. It is growth, it is investment
in the social sectors, and it is the provision of social safety nets,

especially during times of crisis when difficult, hard decisions have
to be taken, but what is also necessary is to find a way to protect
those who are vulnerable and seriously affected.

Third, I think there is even agreement that structural adjust-
ment is necessary, and that the general direction in which the ad-

justment effort has been moving is a positive one worldwide.
To speak on behalf of Michael Bruno, I think he has been mis-

represented by those questioning his statement that there are no
alternatives. I understood him to say that there are no alternatives

at a moment of crisis to getting deficits and inflation under control.

And I think there is no disagreement with what Jeffrey Sachs said,
that beyond some very fast crisis measures, there is a great deal

of choice in what you can do. So the record on structural adjust-
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ment is necessarily one that is rather complex and if we are going
to search for common ground, we need to go beyond the simplistic
statements that adjustment has worked or it hasn't worked.
But there are still real disagreements, and let me point to some

of them, on aspects of the adjustment process.
First of all, there is real disagreement on the balance of financ-

ing and adjustment. Second, there are some very real differences

on the sequence of specific measures in an adjustment program, be-

yond the immediate crisis steps that have to be taken. Once you
get beyond the immediate, there is a sequence of adjustment meas-

ures, as Professor Jebuni has indicated.

Then there are disagreements as to the extent to which you can

pay attention to the long term in the process of a medium-term
structural adjustment program. Here I think there is a learning
process going on, a legitimate learning process all around on

everybody's part.
The institutions have made real strides, I believe, partly because

of outside pressure and partly because of learning by experience.
But there may also be some very considerable disagreement among
parliamentarians, for one thing, on how much these institutions

should be in the business of advising governments on the content
of their public expenditures. I think there are some who would

argue that the institutions have paid too much attention only to

the aggregate, and not enough attention to the content, or the

reallocation, of public expenditures, and others who would hold

firmly to the view that that issue ought to be left in the hands of

the borrower government.
In other words, we may not all be in agreement on how far these

institutions should go in telling governments how they ought to

spend their budgetary resources. That is a legitimate point of dis-

cussion we should have openly.

Very quickly, if I may, just on one more point regarding the

question of openness. It is not simply a matter of disclosure of doc-

uments that's an issue—but also a matter of the monopolization of

funds for research and evaluation on development programs.
I think there has been too much of a concentration of the re-

search effort within the institutions themselves or within the

hands of a relatively few consultants that the institutions have re-

lied on over time. I don't think this is an issue on which the rep-
resentatives of the institutions would wholly disagree. More atten-

tion needs to be paid to building up the research and evaluation

capacity within countries themselves. And that is part of the

nonlending role of the Bank that I think Mr. Bruno is speaking to.

Chairman Frank. Thank you. Let's resume now with Ms.
Kessler.
Ms. Kessler. I am very glad I had to talk after Dr. Gwin be-

cause I really agree with all the items she proposed here. I will

talk as a parliamentarian, but before becoming a parliamentarian
I was in the executive branch, and I had to deal with the inter-

national institutions and with structural adjustment.
In trying to bring the experience here, I want to tell you that re-

covering from hyperinflation or looking for growth, there is always
a need for a reform to some extent. Call it structural adjustment,
or any reform program supervised by the financial institutions. In
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this case, of course, I agree with Michael Bruno when he says that
there is a need for countries to have a commitment to economic re-

form. The financial institutions may lend the money, give good ad-

vice, but if there is no commitment of the government, the execu-
tive and the legislative branches, and the population itself to the
economic reform, nothing will be done. And this may be the case
in the socialist republics.
With this reform, once you get stability, fiscal reforms, monetary

reforms, what has to be thought about is growth, investing in peo-
ple, and poverty reduction. I see that these three issues are far

from being the main issues in all the IMF and the World Bank pro-

grams. Let's say we put emphasis on the first issues and leave
these as a remaining issue. And I think that these have to be the
main issues of the reform.
With respect to Michael Bruno's information about the

nonlending services of the Bank, I completely agree with this

thought. Particularly in my country, I think that the World Bank,
the IDB and the IMF were of great help with the reform we devel-

oped not only for the financial side—of course we needed a lot and
we still need a lot—^but for all the knowledge that these institu-

tions transferred to the public officials on the way to manage eco-

nomic issues and the state reforms that had to be made and on the

privatization process, particularly the World Bank and the IFC.
But there are some issues I think that Dr. Gwin mentioned and
also Jeffrey Sachs, when they discussed the ways of financing and
the consequences of financing.
What I noted in my country is that although we had a big com-

mitment to the reform, the speed of the process and the outcry was
so strong that sometimes the international financial institutions

were left behind. There wasn't a measure of the speed of the proc-
ess. I don't know if I can make you understand. The process had
its own speed. And sometimes decisions of the boards of the finan-

cial institutions and the help came 6 months later, and we already
had to dismiss the people from the factories that we were going to

privatize, so there was no financing for those people.
Another point I wanted to make is that, referring to the work of

the parliamentarians, there is a great need of help for moderniza-
tion of the parliaments because here you can have sitting at this

table strong democracies and you can have recent democracies that
need help not only through the executive but through the par-
liaments. The parliamentarians need to know—need to have effi-

cient parliaments to work. And, of course, they need to know how
to follow the budget implementation and many other issues.

And in the case of budget implementation there is a need to help
to analyze that the resources assigned by the financial institutions

are not only those but the financial resources assigned by the gov-
ernments really get to the people. There is a longer line of institu-

tions, state institutions, provincial and municipal institutions that

capture the financing of the budget, and they don't really get to the
final people.
And my last point—there are two last points. One is that the

World Bank mentioned that there are many NGOs involved in the
observation of the financial institutions and even in developing pro-

grams, and my question is are there really strong NGrOs in all the
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countries assigned? Funding the NGOs, as I see is the poHcy in the

institutions, particularly I think that in Latin America, maybe—I

would prefer to assign funds to state organizations and not to the
NGOs that still have to develop a lot.

And the other question is referring to the IFC, and this is to Mi-
chael Bruno, The IFC financed a lot in my country and I imagine
in many other countries, but it is always directed to big projects.
What happens to the small and medium-sized companies that have
to face a structural reform and that really have very hard, hard

problems to develop? And what happens in countries such as mine
where you have to increase exports and you need medium-sized en-

terprises and they are without financing?
Sorry I took such a long time, but meetings like this are very im-

portant, and I want to get your opinion.
Chairman Frank. Thank you, Ms. Kessler. Mr. Ohno.
Mr. Ohno. Mr. Chairman, I arrived in Washington only yester-

day after a long journey, and I am right now suffering from chang-
ing time. I am just wondering if the Fund and Bank could make
a structural adjustment to that.

In addition to that, my name is Ohno, spelled out 0-H-N-O,
sounds a little bit too negative, but by nature I am a very positive
man. I appreciate very highly the activities of parliamentarians
like this, so thank you very much for this, Mr. Chairman.
There are a bunch of questions piled up by the previous speaker,

but I have to add some more to that.

Well, first of all, on the point of the disclosure of information, the

Bank has opened up the Public Information Center, and the Bank
and Fund are placing more importance on the disclosure of the in-

iformation. I am glad to hear that, but as far as I understand it the

information available there is very specific information on the very
specific project. I was just wondering whether this information can
be of a general nature.

In other words, for example, many Japanese volunteers from the

nongovernmental organizations go to Thailand to plant trees to

protect the earth, to make it clean and green. Well, if they go to

the regional office of the Bank and could have some information,
for example, concerning what the environmental level is in that

country, what kind of information is available of a general nature,
it might help to facilitate the activities of the volunteers of the

NGO.
So my question is, it is high time for us to consider and push for-

ward the cooperation between the Fund and Bank and the NGOs.
What do you think of this?

On the second point. Dr. Bruno was mentioning that first, eco-

nomic growth and second, investment in people are both essential

for the developing countries, and one without the other is not

enough.
I am very glad to hear that, but I was just wondering, the devel-

oping needs vary from country to country. For example, people in

Africa's need for investment in roads, sewage, running water, elec-

tricity, and so forth, and people in Latin America may need more
investment in people, technical assets and so forth. In other words,
the people in Africa need more grants and investment, and people
in Latin America or Asia want more investment in people.
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In this connection, it is a little bit strange to find out in my anal-

ysis, according to the data, one Afi-ican gets $5 fi-om the Bank and
the IDA combined, a year, of course, and one Latin American per-
son receives more than $10 fi-om the Bank and the IDA combined.

I am not chauvinistic, but Japan has been very fair in distribut-

ing grants and investment—grants and loans geographically. Ac-

cording to the data, Japan is giving $1.8 to one African, $1.7 to

Asian, and $1.6 to Latin American. It is very fair. I am not so

chauvinistic, though.
But, anyway, a sort of harmonization of needs of developing

countries on one hand, and on the other, the amount of loans and

grants, should be achieved. Did I make it clear?

On the third point, labor—^may I continue, Mr. Chairman?
Chairman Frank. Certainly.
Mr. Ohno. Thank you very much. If I sound a little bit long, it

is because of the long journey.
Well, on the point of labor, quite recently, we are talking about

hollowing out of the Japanese industry, hollowing out of the Japa-
nese industry, mainly because that the Japanese labor cost is ex-

travagantly high, as you know, and this is due to the rising ex-

change rate of the yen.
In other words, what I am saying is the rising exchange rate of

yen, under the present circumstances, doesn't reflect the real trans-

action of the goods and the services at present. While $1 is less

than 100 yen right now, but take, for example, the purchasing
power; $1 may be 190 yen.

So, anyway, because of the extravagant cost of labor in Japan,
the Japanese company owners are shifting the production base
from inside of Japan to outside Japan, and this is in a sense very
good. What we are doing is to create jobs in developing countries,
and of course we import what is produced overseas to Japan again,
so the Japanese consumers can obtain things, goods at a lower

price. So for both sides, for the Japanese and for the developing
countries, they are both good, I believe.

So what I am saying is we have discussed labor problems to a
certain extent, but the essential role of the Fund and Bank is to

push up the economic level, so why don't we limit ourselves to the

economic development? Why don't we leave the task of, for exam-

ple, children's labor or prison labor or anything like that to the

hands of international labor organizations?
Of course, by saying that, I do not have any intention to overlook

the problem involving that, but the task before us is to push ahead
the economic development of those countries.

Thank you very much.
Chairman Frank. Thank you. Mr. Weissleder.
Mr. Weissleder. Thank you very much.
First of all, I see this meeting as useful both for the institutions

and also for us, the countries, in terms of the political process of

making these decisions and the policy making. So, since the ques-
tions of responsiveness, accountability, and openness are mainly a
matter of methodology or procedure, I would like to ask if there is

any study about the relationship between the internal process of

appointment of executive directors to the institutions, their ac-
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countability to their own governments or people, and the success

of poHcies and the speed of redefining priorities and global policies?

Second, in the case that there is no such study, would it be use-

ful in your opinion to have evidence on these issues? I understand
that these institutions make their decisions mostly based on data,
on empirical evidence, so I would like to know about that.

And, finally, would the results of such a study facilitate or make
more difficult your task? I think that these issues are especially

important in view of the remark made here by Mr. Bruno about the

relationship between the ownership of the program and its possible
success. If possible, I would like both the gentlemen to answer
these questions.
Chairman Frank. Thank you. Mr. Sisulu will be next, and we

are close to the end of the list of the people I have. Sefior Joy Way,
Mr. Jezek, and Monsieur Jacquemin are those who wish to speak
for the first time, and then we will have some responses. And then
we will have probably about an hour, and we can focus our discus-

sion in this sort of second round on some of the topics.
Mr. Sisulu is next.

Mr. Sisulu. Thank you, Mr. Chairman.

Coming as I do from Africa and as a representative of the first

democratically elected parliament in South Africa, I would like to

thank you and your staff for the invitation and for the honor ac-

corded us. For us, it is an important learning experience. There are

a couple of questions I would like to raise.

First, I would like to start with the comment by Mr. Bruno
around labor and environmental standards, and it states here that

it is wrong to set standards on wages and to attempt to enforce in

the south the same environmental conditions of the northern coun-

tries. I frankly have a problem with that statement for two rea-

sons. One is that recently in South Africa there have been attempts
to import toxic waste from Europe and North America by compa-
nies that don't have the track record or the technical abilities to

safely dispose of toxic waste. We therefore have a problem of trans-

porting and safe disposal of toxic waste, and I think we need to set

standards here, very strict standards. In fact, we might even want
to ban the export of toxic waste to countries that don't have the

ability to dispose of toxic waste safely.
The second question I would like to raise is around the whole de-

cision-making process by the multilateral institutions. We have
heard both from Mr. Bruno and Mr. Fischer about the structures

of decision making, but it leaves a number of questions in my rnind

as to exactly who makes the decisions and how are these decisions

made. There is a perception that in fact voting is tilted in favor of

the rich and the very powerful nations. I don't know the figures for

voting or the voting arrangements, but there is this perception. Al-

though this might appear to be a very practical approach, certainly
it is not a democratic one. So the question is, in addition to open
and transparent and more accountable decision-making processes,
is there a way of democratizing the decision-making process itself,

not just making it more open but also to democratize it?

The other issue I would like to raise—and, of course, I agree with

the comments made by Dr. Gwin about public expenditure. Now,
I have a problem here, and I would like Professor Sachs and the
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panelists to help me out. I agree with the study from the World
Bank that in the South African economy growth cannot be sustain-

able if it is not redistributive, if it does not address the legacy of

the past of apartheid and if it doesn't address the needs, basic

needs of the population—^health, education, and so forth. At the

same time, there is another leg that says there is a need for fiscal

discipline, monetary discipline, micro-policies. So how do you bal-

ance all these things, economic growth, addressing the legacy of the

past, maintaining fiscal discipline, having government intervene in

the field, but also reducing government expenditure? I would like

to have the panel's view on those issues.

The other approach is what Mr. Fischer put as a one-size-fits-all

approach, and this has been the perception that there is just one
solution to all the problems. But I am gratified to hear that there

is now a growing openness and dialogue between the multilateral

institutions and the governments around policy formation. I am
concerned, though, that this is a dialogue between the multilateral

institutions and some bureaucrats in these countries. It has noth-

ing to do with dialogue with the major or main stakeholders in so-

ciety. It is simply, again, a dialogue of the deaf in a sense. I would
like to know how can this be made into a dialogue that is more use-

ful and one that would at the same time ensure that there is ac-

countability, transparency and ownership of the process.
I would like to hear the views of the representative of the ILO

around labor standards and around the statement that there is no
need to set wage standards. I am just worried about the minimum
wage issue. I mean, what are the views of the ILO? Is it possible
to have some kind of standard for each country? You can't have a
normal standard for every country, but a minimum wage, say, for

South Africa, minimum wage arrived at through the arrangement
of government, labor and in the private sector.

Chairman Frank. Mr. Joy Way.
Mr. Joy Way. Thank you, Mr. Chairman, and thanks for the in-

vitation to share these experiences.
I represent a country where the adjustment problem was a suc-

cessful one, in an unexpectedly short time. We started negotiations
with the IMF and the World Bank at the end of 1990, and today
we have a completely different country, even though we had to face

two additional big problems which normally other countries did not

have to combat, like the terrorism and narcotics trziffic.

Today, all our social and economic indicators are positive and im-

pressive, in such a way that Peru has been shown as an example
in the last annual meeting of the IMF and the World Bank. What
I have learned from our experience regarding disclosure of informa-
tion is that the disclosure of the information is good or not depend-
ing on the stage of the process.

For instance, a few weeks after we started our government in

July 1990, we initiated negotiations with the IMF and the World
Bank—at that time I was Minister of Industry and Trade—and I

was very deeply concerned with this negotiation. If we would have
decided at that time to publish the terms of agreement with the

IMF, the reaction of the population would have been very negative
because the degree of the economic measure was so severe. But
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after showing some positive results of the program, it would be
much more acceptable to publish.
For instance, the letter of intent with the IMF for 1994-96 was

published completely in the newspaper in May 1994. I agree with
Mr. Jeffrey Sachs. I am completely sure that if we have the oppor-
tunity to discuss the draft of the agreement, with more people in-

volved, we would be able to identify mistakes.
If I go back 4 years after, I can identify myself a lot of mistakes

in the past agreements. I was deeply engaged with all of these

problems, but I insist that at that time it was not recommendable
they were impossible to publish it.

That is my main concern, I think. After we can show some posi-
tive results of these programs, it would be advisable to publish and
disclose all this information and the draft of the letter of intent be-

cause we will have the opportunity to have much more advice and
the possibilities of identifying mistakes. That is what I want to

comment with to you regarding our experience.
Chairman Frank. Thank you.
Mr. Jezek. Mr. Jezek first, and then Monsieur Jacquemin after

Mr. Jezek.
Mr. Jezek. Thank you, Mr. Chairman. Thank you for your invita-

tion. I am very happy that I have an opportunity to be here.
I speak as a parliamentarian and at the same time as a First

Minister responsible for privatization in the Czech Republic. I

would like to share with you my experience with the IMF.
I highly appreciate the role the IMF played in the reform process

in the Czech Republic because we get from the IMF the political

support for our reform policy. I feel that both institutions are now
under exactly the same pressure we were in the beginning, from
the side of former socialists and communists, to be responsible for

the well-being of every individual and to organize or to continue to

organize their lives.

During my journey to Washington, I read the proceedings of a
conference which took place here in Washington in June and was
organized by the Center of Concern. It was a horrible, shocking
reading, and I think that IMF and World Bank must be defended
from this type of thinking.
Mr. Fischer mentioned in his text, page 5, that in the past the

Fund has been accused of having a uniform approach to programs.
This uniform approach is exactly what IMF must continue to do.

The role played by IMF in the Czech Republic was a role of trans-

fer of financial knowledge, and this role must be stressed and con-

tinued. Not a practical program because the programs cannot be

separated from the local knowledge. The uniform, standard set of

knowledge is what people, at least in my country, need.
Thank you.
Chairman Frank. Mr. Jacquemin.
[Mr. Jacquemin speaking in French.]
Interpreter. First of all I thank Mr, Frank for being here and

for allowing me to speak in French. I am very happy that trans-

parency is on the agenda today. In listening to what has been said,
I find it hard to imagine that parliamentarians are really kept in

ignorance of such important dossiers and of the political choices

that the IMF and the World Bank are making.
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The road will be difficult, but necessary, while France is con-

cerned that there be a balance between confidentiality and open-

ness, I think that there are ways within the parliaments them-
selves to, in effect, dose the degree of confidentiality. I want to em-

phasize that we have to be judicious in when and how we make
things public, but mustn't be afraid of the issue itself

Right now, my major concern with the IMF is the difficulty in

getting needed mnds for the facility designed to meet the needs of

the poorest countries—ESAF. I am concerned about whether the

problems with ESAF really represent a kind of schism between dif-

ferent donor countries, between countries that are perhaps willing
to control or even constrain their aid budgets and others who are

keen to emphasize a continued support of official development aid.

Is this a growing schism? What do you think?
Another problem faced by the poorest countries is their debt

overhang. Thirty countries or so are in this category of the poorest
and most indebted ones. Since 1988, they have been benefiting in

the Paris Club, first fi-om procedures to reduce their debt by 33

percent, and then by 50 percent as a result of the Gr-7 Toronto
summit in 1988. The Paris Club is presently discussing the possi-

bility of adjusting once again the debt service of these countries to

be more in line with their real capacity to pay and to permit rais-

ing the living standards in these very, very poor countries.

France, which is an important lender to these countries holding
25 percent of their debt, has proposed with others a further step
in debt reduction to 67 percent and to put in place procedures for

dealing with the debt of those countries which have been in the

process of structural readjustment for several years and are in the

middle of ambitious reforms so as not to penalize their efforts.

France hopes that progress on debt issues, the principle of which
has actually been agreed upon at the Naples G-7 summit this year,
can rapidly be put in place with a consensus.

Right now, achievement of this goal is blocked by some countries

maintaining an opposition to a straightforward supplementary debt
reduction. This is, in effect, stopping other creditors from accepting
the 67 percent reduction. I would be very concerned if an agree-
ment could not be reached rather soon.

Is there a risk of breaking the imanimity of the Paris Club on
this question?
Chairman Frank. Thank you. I have two more speakers on the

list, Sefior Urcuyo and Seiior Andreu. Please.

Mr. Urcuyo. Thank you, Mr. Chairman.
And thank you for the invitation. I think that this whole problem

is a problem of democracy, not only from the general theoretical

perspective of values, but from a very practical perspective, from
the perspective of governability, and governability from two sides

of the problem.
On one side, legitimacy, and we have been talking about owner-

ship of the programs, transparency, openness, free flows of infor-

mation; and on the other side is the problem of governability from
the point of view of performance of the political system and from
the point of view of the evaluation of the structural adjustment
programs in specific countries and also an evaluation of the behav-
ior of the international lending institutions.
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And I have something to say here. I think that these structural

adjustment programs are not only problems of policy
—^from the

point of view of the technocrats, it might appear
like that—^but

from the point of view of real life, it is a proDlem also of politics.

As Mr. Sachs put it before, it has a lot to do with the fine art

of politics and is not exclusively a technocratic problem. In dealing
with three structural adjustment loans in my country in the last

years, we have come more and more to see it like this. Maybe that

is one of the biases fi"om the international technocrats, that they
think that it is enough to think that something is good and not to

ever weigh how to adjust it in a specific circumstance.
It has a lot to do, and essentially with persuading large groups

of peoples, with coalition building and with overcoming social and

political resistance to change and to adjustment. I think that I am
optimistic in the sense that we can ^o through structural adjust-
ment programs and loans within this broad general framework.
But—and this is my question—I am a little bit pessimistic on the

response today from people from the international lending institu-

tions to the problem of the relationship between their institutions

and the parliamentary institutions.

Why? Because I think we have come to identify three levels of

non-response here today with regard to disclosure, openness and
information.

First level, it was very clearly identified by Mr. Sachs, and really
it is something to worry about, the fact that nobody can review this

institution here in the metropolis and that even the CIA has a pro-
cedure for the disclosure of information, and these institutions,

they do not have it, and I have not seen an answer from the people
from these institutions in regard to that specific aspect that I

would like to see.

Second level, the relationship, the accountability between the

representatives of the countries to these institutions and their own
peoples. I think there has to be some progress in that regard.

Ajid the third level, the most specific one, I think that it has
been evaded by the representatives of the international institutions

here in the sense that, and with this I finish, they have seen this

relationship as a matter of domestic policy between the executive

branch and the legislative bodies in these countries. And, in fact,

you know, gentlemen, this is not true, because as far as my coun-

try's experience evidence is the one that I have, every time that

there is a structural adjustment loan going through the Legislative

Assembly, at the end of the process, or sometimes in the middle of

the process, you see the representative of the Inter-American De-

velopment Bank or the International Monetary Fund talking to

some of the Congressmen about the problem.
So this happens, and we cannot snield ourselves behind this for-

mal distinction between what is internal or external, and that is

the key question that should be addressed here, how to deal with

these informal contacts, that they occur every day, how to improve
the mechanisms of relationship and the information between the

Congresses and international lending institutions.

Thank you, Mr. Chairman.
Chairman Frank. Thank you. Finally, Senor Andreu.
Mr. Andreu. Thank you, Mr. Chairman.
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Excuse my bad English, but I hope to explain clearly my opinion
about the feeling of this meeting. I am worried about what the idea
of the openness of the information of the World Bank is in relation

to the stage of the development of the country. I am worried be-

cause usually the poorest countries are also the less democratic

countries, and I think that the information of the World Bank must
be openness in all the stages, in all the stages.

Also, the opinions of the international financial institutions are

very, very important in the poorest countries. For example, where
Mr. Camdessus stated 3 months ago in Madrid his opinion about
the labor market in Spain, everyone had his opinion about the

opinion of Mr. Camdessus. There were various opinions against,
over the labor market, but this situation is not possible in the very
poorest countries because they do not have freedoms, the possibility
to question the opinion of the international institutions.

Now, I hope this meeting will be the beginning of a better control

of the World Bank, and with my colleagues, I hope that this control

has a parliamentary side.

Thank you very much.
Chairman Frank. What I propose to do now would be to ask Mr.

Fischer first and then Mr. Bruno to respond in general. Then we
will ask the others at the table to respond, and we will still have
about a half-hour or 45 minutes to talk among ourselves and focus

on particular topics. When we have our 2-hour afternoon session,
we will be able to use at least an hour of that to continue to talk

about some of these things in a focused way.
So we will proceed with the panel. Mr. Fischer, we will begin

with you, if that is all right.
Mr. Fischer. Thank you, Mr. Chairman.
I will take the speakers in the order that they talked, which

means I start with Jeff Sachs. Of course, it is true that there are
choices at every stage and that the design of programs is an art

of which Jeff is one of the, if not the world's, leading expert. But
those are difficult choices and it is never clear ex post what the

right choice is, let alone ex-ante. What mistakes have been made
is not certain at any point in time.

I, for instance, along with Jeff, have proposed the view frequently
that there has never been a successful stabilization without a fixed

exchange rate. It happens not to be true. Albania has done it.

Moldavia has done it. There are a few counterexamples, and in

every case, one has to form a judgment.
Now, I basically agree with him on the need for openness, and

so I am not going to have an argument about that issue.

There are a few things that I think should be clear. It cannot

possibly be true to say that creditor government oversight of the

Fund is impossible. Creditor governments are represented in the
Fund. They are the people who vote on our programs. That over-

sight is there. The issue of how the creditor governments interact

with their Congresses is something which, according to the Articles

of Agreement, is not up to us to decide.

I would like them to be open. The managing director would like

those relations to be open. But we are not in a position to require
that. These are cooperative international institutions. Changes in
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the rules require the approval of the membership, which consists

of governments. So I think that is where the issue lies.

On the specifics, we have, in fact, put a proposal before the board
to open up the archives, so I hope the charge that we are less open
than the CIA will not be justified next time.

On the issues of the mistake in supporting the ruble area, that

was, I would g^ess, as I was not in the Fund at the time, in part
a political judgment. As Jeff said, it turned out ex post that the
better way was to go to national currencies, but opinions change
and one has to recognize that. Things are not black and white.
On currency boards, I suspect that I am not the only one at this

table who was not an early supporter of them, although I have long
supported fixed exchange rates in the context of overall stabiliza-

tion. It was not obvious that that was something to jump on the
moment it happened and it took a while to see how well they could
work in certain circumstances.

Let me make two last comments and then move on. First, let's

not exaggerate about the absence of information. I hadn't noticed
that Jeff has been inhibited from attacking the IMF by the absence
of information about what it was doing or that his criticisms were
invalid because the information was not available.

What the IMF recommends or what countries do becomes obvious

pretty quickly. There is a lot of talk about the openness of the Fed.

Well, the openness of the Fed in publishing minutes after the meet-

ings is no big deal because what the Fed decides is out within a
few minutes after its meetings end, and then all you get told 6
weeks later is who voted for what. That is not a big thing.

Similarly, in these programs, what is done is known. It goes
through the parliaments. The actions are taken. So I am in favor
of openness, but let's not exaggerate how little is known about
what is being done.
And let me turn to an issue which I feel has to be treated with

extreme seriousness because it is a very delicate issue. The Fund
and Bank are very successfijl institutions in a remarkable sense.

You have an almost global membership able to agree and act on

very complicated issues and to be quite effective and timely.
You heard Mr. Joy Way's statement about Peru. You heard Mr.

Jezek's statement about the Czech Republic. Ours are not institu-

tions which fail habitually. We hear about the failures. But we suc-

ceed, in many cases, as well. There is a very delicate balance in the
Fund and Bank of getting agreement between debtor countries and
creditor countries, between rich and poor. These institutions work,
and they work very well.

I am always concerned when you start piling on conditions, for

example, jou can't borrow unless you publish, as to just what the
balance of the outcome is. I have often puzzled, say, about Zaire,
to take an example. Should we not lend to Zaire? Well, the argu-
ment is simple. There have been clearly documented instances of

corruption and, therefore, don't lend to them.

Well, whom are you punishing? You are punishing the govern-
ment in part and you are punishing the people in part, and that
is a tough judgment to make. It is not as simple and as straight-
forward as it sounds.
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There is a balance of good, which is that the overall programs
help, and then there are a variety of desirable things which we
should be working on. We should be pushing for openness. We
should not, however, drive the pressure to the point that countries

which need help cannot get it because of conditions which, while
desirable in themselves, should not stop us from lending.
So I feel this is a very difficult issue. I encourage all of you to

keep pushing for openness. I think that is terrific. I don't encourage
you to say don't lend unless countries are open. I don't think that
is a constructive approach to this difficult issue.

Now, let me take the other questions.
Ms. Kessler asked whether countries sometimes move too fast for

us? Yes, fortunately sometimes they do and sometimes they tend
to succeed, like yours did.

Mr. Ohno, I guess your name makes you suitable to be a central

banker, Mr. Ohno.
Mr. Ohno. Finance minister.

Mr. Fischer. Both, OK You suggested we should publish a lot

more general information, and actually we do publish a great deal

of general information. I think that in terms of what we are doing
in a variety of countries, that information is available, including
through the visitor's center.

Mr. Weissleder, I am not aware of a study about the internal

process governing the appointment of EDs and the impact of that

process on the success of policies. And I am not quite sure what
we would do with the knowledge if we had it.

As you know, a variety of parliaments, including some of those
which have representatives here, including the United Kingdom
and Australia, have done independent studies of the institutions,
and I presume that it is in that role that one would look at this

question.
Mr. Sisulu raised a variety of interesting questions. Let me just

summarize it by saying that we are more than willing to take part
in a public dialogue in South Africa with anybody who would like

it. We believe that the story that we have to tell and the argu-
ments we can bring are useful ones, that we can help inform the

public about what is possible and what is not possible, and we can

engage in open discussion with people who have different views.

We have done that in other countries and would be very willing to

do that in South Africa, or anywhere else that we are requested.
I found Mr. Joy Way's comments and those of Mr. Jezek very in-

teresting and supportive of the complexity of the issue of what you
should be doing and of the openness question.

I have taken too long, but let me thank Mr. Jacquemin for kindly
and gently reminding me that I didn't mention the role of the Paris
Club in the debt problem, and he is quite right. He asked whether
there is a growing problem of disagreements among creditors with

regard to our getting funding for ESAF. I don't think it's a growing
problem. It is never that easy to persuade countries to provide sig-

nificant resources. Nevertheless, we are close to getting full fund-

ing for the ESAF and we hope that countries that still haven't com-

pleted their process of contribution will do so.

On the Paris Club debt reductions, there is a proposal which we
strongly support, that for a variety of countries it has now become
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possible to write off two-thirds of the stock of bilateral debt under
conditions that the Paris Club will specify. And as he again deli-

cately mentioned, there is not unanimity on the debt write-off

among the countries in the Paris Club and he asked if there is a
risk of breaking the unanimity of the Paris Club, which operates
by consensus.

Well, there is a danger. We hope very much, that since all the
countries involved agree what ought to be and what is needed in

terms of helping these countries, it should be possible, as it was
possible in the case of commercial bank debt, to find ways in which
equivalent contributions are made by all countries. That is to say,

ways that deal with this problem and help solve it effectively in the
same way even if the formalities are not the same.

Obviously, the simpler the better. But there has been an enor-
mous amount of ingenuity shown in dealing with debt problems,
and we are confident that a little bit more ingenuity will be forth-

coming soon and that this issue can move ahead and that will be

very important indeed.

Finally, Mr, Andreu, the statements of the Fund on labor mar-
kets in Spain are illustrative of the difficulties of our active engage-
ment in domestic policy discussions and we took a lot of flak for

saying some things. We believe that getting the debate going is

worthwhile, and as a professor I generally support more debate
rather than less.

Thank you, Mr, Chairman,
Chairman Frank, Mr, Bruno,
Mr, Bruno, Well, I certainly agree with what Stan iust said, I

will go over a range of issues and people who raised tnem, and I

am not sure I will do justice to everybody and time is short, but
let me start again with the issue of openness,
Mr, Andreu said there should be openness at all stages of eco-

nomic development, and I certainly agree with that, I think it can
also be said that if one looks at successful programs in recent

years—I am talking about adjustment from fixed or controlled

prices—these have oflen, I wouldn't say always, but I think have
almost always been programs which have been publicly discussed,
at least large parts of them. Take Poland or take my own country,
Israel in 1985, or take even Mexico, which is not always open on
other things, but I think the program was discussed amongst var-
ious groups of society.

Now, one can help openness, and the Bank certainly does it

through its reform support, like legal reforms. Education is one

way to get people to want to have more openness. Now, that also

applies to Africa, and let me just give two examples, where the dia-

logue, in fact, takes place not only with governments, but goes be-

yond governments. South Africa is a good example. The Bank has
been discussing its economic report with imions, academics, par-
liamentarians and other parts of society. This was in the recent

past,
Ghana is another. There is a forum with the private sector in

Ghana in which programs were discussed. That kind of thing
should be done much more widely, but it is definitely taking place.

I can't add anything to what Stan Fischer said about the issue
of accountability of EDs. That is an internal country problem, and
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I don't see how the Bank, for that matter how the Fund, can do
research on whether EDs are accountable to the governments. That
is the business for you parHamentarians to take care of, not for the

institutions, of which you are shareholders. I find this a somewhat
problematic suggestion, and I agree that I wouldn't know what to

do with it once I found it out.

I fully agree with Catherine Gwin's basic message, that we
should be searching for common ground, and I find a lot of common
ground in this discussion.
There was one issue which she raised that I would like to briefly

respond to and that is the argument that the Bank and Fund may
be too confined to certain research or confined to certain g^roups of
consultants. I don't—at least since I came on board—don't find that
a justified argument.

I mean, there are a lot of conferences, seminars, to which people
from all shades of views and opinions come and offer their views.
We have the annual ABCDE conference on development economics,
which invites people with views that may widely differ from what
the Bank is doing, and there is open debate on it.

We organize for the EDs, the executive directors, a colloquium in

which people are brought from outside to give their views, and
their views may very orten be against what the Bank normally be-

lieves.

The Operations Evaluation Department of the Bank has a pro-

gram to build up evaluation capacity in client countries, which

again is something that I think helps or should help in building up
capacity. And the Bank is also involved in giving money for capac-
ity building.
There is the African research consortium which was started with

a Bank initiative and some Bank money. There is the recent Mid-
dle East research institution that has been set up with Bank's ini-

tiative and some Bank money. And we are seriously in the business
of trying to get something like that going in the former Soviet
Union in some countries.

So I think that is the way to go. And on the whole I think there
is progress.
Now I do agree I think none of us—I mean Jeffrey Sachs, Stan

Fischer and I—if we discuss a program, I doubt whether we would
have a lot of differences on things. It would be a matter of judg-
ment.
And it is obviously true that each program should be geared to

the country's particular setup, and where we fail is often that we
know too little about the country to really realize what the deli-

cacies are. And it is best if a program is set up by the country's
own teams, and the international institutions only come to give an

opinion. Unfortunately, this is not always the case. For largely not
because of lack of wanting to do it but lack of capacity in the coun-

try to really do that.

But my ideal would be that the country would be the one that
would set up a program, and the Fund and the Bank would just
come and say, yes, okay, we have this and that comment. Now this

happened to be true in a number of countries, but the number of

countries that can do it is relatively small. That is a serious prob-
lem.



44

Mr. Sisulu asked about the major conflict between how do you
keep monetary and fiscal discipline and at the same time do the

things that you want to do like redressing past imbalances. That
is a crucial problem.

Let me only answer that by saying that the worst type of policy,
as far as the poor are concerned, is a high inflation policy. I mean
that has been shown to be worst on the poor. It is the richer parts
of society that know how to manage high inflation, and they gain
from it. And very often you don't get stabilization because it is not
in the interest of the elite to get it, and the ones that suffer are
the lower layers of society. That is something that is not often

recognized.
So I would say if the trade-off is spending more for the groups

whose imbalance you want to address for the price of having high
inflation, I am willing to bet that the outcome will be worse lor the

poor. And that is why I think the policy that South Africa right
now seems to follow is the right one on getting basic fiscal dis-

cipline or keeping fiscal discipline.
There is, of course, an issue of mixing it with the kinds of things

that either redress imbalances or take care of longer term needs.
And let me give an example. A typical policy in the past in many
programs was to cut public expenditure, and you cut the type of

public expenditure for which there is no strong constituency. And
that is infi-astructure investment or investment in education. And
you pay the price later.

And that is the kind of lesson I think that one has to learn, that
how—when you stabilize and you adjust you try and keep in mind
the longer term needs. I fully agree.
There was a question by Ms. Kessler on IFC financing, financing

of big projects, what about small projects. Well, first of all, there
are cases of small projects being financed by IFC. A school in

Uganda is the most recent example I can bring.

However, there is a more general problem tnat is not necessarily
confined to IFC, and this is uiat big firms find it easier to have ac-

cess to money also inside the country.
Now, to the extent that IFC or the Bank can be liable—I mean,

can be accused of not doing that, it may be. But I would say that
the Bank or IFC for that matter would find it hard to deal with
each small enterprise unless the enterprise comes to it.

But there are ways in which both institutions can respond to me-
dium and small size enterprises through giving money to domestic
financial intermediaries, give money to banking institutions which
then in turn give it to smaller enterprises. That doesn't always
work ideally, but that is one way of doing it.

I will not add to what Stan said on debt because I think the two
institutions are broadly in agreement on that, and I think that has
been said.

Let me just respond to one comment that Mr. Ohno made, and
this is on the seeming larger money going per capita in Africa than
in Latin America. Let me say this: Per GDP, Africa gets a lot more
aid.

Now, the World Bank at least aims to provide something like

half of IDA money to Africa. And the issue really is whether you
want to do the same with IBRD money, namely, you know, market-
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based interest rates. In IDA that is certainly the case. And I would
argue that the limitation on giving money is not lack of money but
absorptive capacity

and commitment to good policies. And, if any-
thing, I would argue that the Bank has been too—I mean the selec-

tivity hasn't been there enough, and there is an issue of being more
selective, especially because of the scarcity of such funds.

Now, in ending, let me just sav again I think we should not for-

get that the overall record on development is a good one. And I

mean the numbers get quoted—and I will not quote them again in
detail—on death rates and health and literacy. That is an immense
record. The fact remains that 1 billion people still live on less than
$1 a day. So what you can say is that the share of population in

poverty has gone down, but the absolute numbers continue to go
up. And that is a problem we have to face in one way or another.
Thank you.
Chairman Frank. Thank vou, Mr. Bruno. Now I am going to call

on our experts. Then we will get back to us.

Let me iust note that I think it is worth stressing the common
ground. The abolitionists are not represented here, to my knowl-
edge. They just want to get rid of the thing, and that is easier. I

think we are all here joined by a commitment to how important the
mission of the institutions is. There can be a very broad range of
difference about how well it is being carried out and what tough
choices have to be made, but I think the commitments to the mis-
sion, to reducing the number of people who live under a dollar a
day, is obviously overwhelming.
We will begin now with Dr. Sanchez.
Mr. Sanchez. Thank you, Mr. Chairman.
I would like to go back to the point of disclosure of information

that several of the parliamentarians have touched on, and I have
four points to mention about this.

First of all, Mr. Ohno mentioned that the documents of the
World Bank available to the public under the new policies for the
disclosure of information are frequently difficult to obtain in the

country offices of the Bank. I think this is an important point.
It is also linked to the second point I would like to msJce, namely

that basically almost all of these documents are in English and not
in the local language. To really promote the access of tne local peo-

ple
to those documents, they have to be translated into the local

language.
The third point is the timing of the release of these documents,

and I think this is critical to promote the dialogue with groups af-

fected by a project and to facilitate their participation. If the docu-
ments are released very late, there is little chance that there is an
input from the local groups. I am particularly concerned that the

Project Information Document, an important part of the Bank's
new disclosure policy, provides very little technical information.
The local groups and more generally the public need relevant tech-
nical information to evaluate the benefits and suitability of a

project or sectoral loan. I think that early release of the green staff

appraisal report, in which most of the relevant technical informa-
tion is concentrated, is critical for an adequate diffusion of informa-
tion and to facilitate public participation according to the new
guidelines of the World Bank.
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I would like to add here the issue of confidentiality. Within the
new policies of the World Bank, parts of a document or an entire

document that the Bank is to release, could be classified as con-
fidential by the recipient country and not released to the public.
This loose classification of confidentiality is an obstacle to diffusion

of relevant information. I think there is an urgent need for a clear
definition of confidentiality. When should a document be considered
confidential?

I would like to suggest to parliamentarigms a couple of alter-

natives to ameliorate this problem.
First of all, social and environmental information related to a

groject
or to a sectoral loan should not be considered confidential

ecause it limits significantly the possibility to evaluate them.

Second, it should be required that any recipient country willing
to use its right to classify a document confidential should specify
the reason for confidentiality. This explanation should be made
available to the public.

Third, the Bank should make available to the public a summary
of those parts of a document, or of an entire document, classified

as confidential bv the recipient country. The recipient country
should also provide a contact person to whom the public could ad-
dress its concerns about the information classified as confidential.

Fourth, the Bank should establish a procedure through which the

public could appeal the restraint of circulation of documents classi-

fied as confidential through the just created Inspection Panel. The
panel should decide on the convenience and importance of declas-

sifying information considered confidential.

I would also like to make a couple of comments on the issue of

environmental and labor standards raised by Mr. Sisulu.
I agree with him there are critical environmental standards and

labor standards that have to be enforced in the very short term;
namely, those standards that are critical for the protection of
human life. A good example is the issue of banning of toxic waste
to South Africa and many other developing countries, that has been
a problem for years, or to use the same standards in occupational
health in developed and developing countries. There should not be
a division between north and south in the enforcement of these
standards.

However, I think Mr. Bruno's comments on this point are ori-

ented to the type of environmental and labor standards, non-criti-

cal for human life, and that can and should be defined within each

society according with its resources and needs. There is no general-
ization possible in the design of these standards.

In terms of the dialogue with the stakeholders, here again the
World Bank should have for each project and sectoral loan a clear
definition of who those stakeholders are. The Bank should also es-

tablish clear rules on how to create the dialogue with the stake-

holders. The Bank should also correct the loopholes in its new poli-
cies for the disclosure of information mentioned, since this is a key
step for the dialogue and participation of the stakeholders.

I would iust like to mention that the World Bank should extend
its new policies for disclosure of information to the IFC, which now
follows a more restrictive approach in the disclosure of information
to the public. I think I will stop at this point.
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Chairman FRANK. Thank you. Professor Sachs.
Mr. Sachs. Thamk you. I would conclude also in the same vein.

My main recommendation to you ladies and gentlemen would
just be to keep your eyes very clearly focused on what tools you
need to do your job. Because you don't have them, we don't have
them, and other stakeholders in the society don't have them yet.
We need to be able to participate in this process.

I would like to draw a distinction between openness and between
asking the World Bank and the IMF to be in active dialogue with
all parts of society, because I don't really think that that is fun-

damentally their role or their responsibility. We don't want to see
them as world government that comes in to run everything. But we
do want to make sure that in their capacity they provide others
with the tools that

they
need to do their own job, that par-

liamentarians have the ability to oversee programs and that other
stakeholders in society have the information that they need to be
a part of the process.
So I think the model is not to get the IMF and the World Bank

to be in intensive dialogue with all aspects of society, although of
course they should be open to discussion. Society is to run without
them principally, but they need the tools to operate. And it seems
to me that those tools are simply not available at this point.

Unfortunately, it is especially true with the IMF where the most
urgent and critical and sometimes heartrending decisions have to
be made because these are urgent—typically urgent and crucial de-
cisions that have important bearing on living standards of many
groups in the society.
We don't have any record, public record, whatsoever of IMF rec-

ommendations over the last 40 years., not to mention in any par-
ticular case, except by

accident. And when Stan says that it hasn't

stopped me from making my own comments about the IMF pub-
licly, that is certainly the case, but that is because I have sat on
the opposite side of the negotiating table with them in dozens of

circumstances, and so it has been a very rare opportunity to be
able to see some of the mistakes that would get sorted out in any
natural public discussion.

I think that there are three steps that I would urge with respect
to this: First, on archival material, I can see no reason whatsoever
that archival material 5 years back and forever earlier than that
should still remain confidential. So I would hope that there would
just be an opening for the public record for research, for historians,
for political analysts and the like to understand what has brought
us to the current point in the world.
With respect to program documents, of course, it is important to

distinguish between parts of programs that are announcing sen-
sitive measures to be taken within the next 3 months. You don't
announce future exchange rate policy movements. You don't an-
nounce certain future interest rate movements. No government
does. No government should ever be required to make such future
announcements. But ex post, it is not merely the evidence of what
happened but what was recommended that becomes important in

oversight, in assessment, in judgment about policy regimes and the
like.
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And so I would distinguish between those things that could be
released at the time of a program and then just about everything
else which after 6 months or a year should become public as part
of any loan program so that there can be an assessment ex post
so that people have the tools to do the job and carry out their func-
tions.

The IMF and the World Bank cannot do all the things that peo-
ple expect them to do, as Mr. Jezek said. But the others with re-

sponsibility need adequate information and the resources to do it.

I would like to say, finally, that I think we are extremely lucky,
if I may say so, to have these two absolutely top-of-the-world econo-
mists leading these two institutions. And I feel a lot better even
with secret programs that they are there. And when Dr. Bruno said
that we would all tend to agree, partly it is because they were my
teachers. So, you know, they taught me a lot of these ideas.

But the fact is we can't rely simply on the presence of people like
this. The fact is, at least in my last 10 years of working with gov-
ernments, for many of those years there were not people like this
that one could absolutely call upon to make sure that good pro-
grams got implemented and good decisions were taken. The pain
of not being able to have an adequate public record absolutely was
in my view a proximate cause of major mistakes being made re-

peatedly over the years. And we can avoid those costs.

Chairman FRANK. Thank you. Dr. Gwin.
Ms. Gwm. Following Jeffrey's remarks, I don't think there is

much more that needs to be said on disclosure except one word. I

think that the reasons for putting the emphasis on disclosure are
twofold: Both to improve the effectiveness of the institutions and
to improve the public support in creditor as well as in borrower
countries for these institutions. And I fear the public support for
the institutions, at least on the creditor country side, is becoming
an endangered species, if I can put it that way. So I think there
is real urgency to the disclosure issue.

Let me turn to three other points iust very quickly. Clearly, in
this discussion the disclosure issue has been the easiest one on
which to find some common ground. There seems to be a second
issue as well, as I noted before—that is, putting poverty reduction
at the center of the agenda.
The poverty reduction focus was derailed, if I can put it that

way, by the debt and adjustment crisis of the 1980's. In fact, the
World Bank was building up quite a head of steam in the

poverty
area, both in terms of kinds of policies and experiences with lend-

ing prior to the beginning of the 1980's.

It is back now front and center, and there seems to be wide
agreement on the appropriateness of that. Indeed, I think the

agreement—on all sides is such that one can say that future fund-

ing to the institutions on the part of creditor governments and
funding from the institutions to recipient governments should de-

pend on the poverty reduction objective remaining fi-ont and center.
But only if it's agreed that the objective involves the full range of
measures discussed here, both on the part of parliamentarians and
people on this panel, and is not simply funding for poverty-targeted
programs.
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What is required for poverty alleviation combines, as Mr. Bruno
said at the outset, a focus on macro stability and grrovsrth, invest-

ment in social sectors, and safety nets for the vulnerable who are

affected by the hard decisions that have to be made.
Third, there does seem to be fairly wide agreement that there are

certain basics that have to be taken care of. But beyond basics, I

think we also have to agree that more flexibility is needed in the

programs that are supported by these institutions. Because in fact,

as tno parliamentarian from Costa Rica said so clearly, politics are

at the heart of much of what has to be done.
There is an implication to gn*eat€r flexibility, however, and that

is greater selectivity in the distribution of support from these insti-

tutions. I don't think we can have it both ways. I think that if the

argument is that the program design has to be in the hands of the

countries, a point with which no one seems to disagree, the funding
also has to go to those countries who are most serious about mak-
ing the effort to reduce poverty and get on with growth. So flexibil-

ity goes along with greater selectivity.

Finally, I would note that the issue on which we have made very
little progress, perhaps because it is the newest and trickiest, is the
issue of ownership. And I hope that you all will return to this ques-
tion in your private conversation this afternoon. Ownership is now
a word that is given lip service. I don't mean that too negatively.

I think the people who give it lip service are serious about the

importance of it, but I don t think any of us really know what we
mean by the term as yet in an operational sense. And I think there
are many aspects to it that need greater attention. Transparency
and accountability is only one aspect, and we have all agpreed that
these are very important, but there are several others. Let me just
tick them off in the hope that you will talk about them later.

The development of organizations of civil society. The point was
well made by Ms. Kessler that to give NGOs a greater role in the

process, you have got to have NGOs that have the capacity, both
financial and managerial, to handle the responsibility that is given
to them. And they need support; they need development. We need
to find ways to support that.

Is that a role for these institutions—is it a role, should I say, for

the World Bank? I think that is to be discussed. Maybe other insti-

tutions can do it better. But we need the development of organiza-
tions of civil society as part of the ownership agenda.

Third, I think we have shied away from the word, "good govern-
ance." We sort of talked about it in everj'thing that we said here.

What is the role of the World Bank in particular (and perhaps the

Fund) in ensuring good governance?
It goes beyond the issue of wider consultation with groups. I

agree with Jeffrey on that. But it is a sensitive issue. The World
Bank has gotten into it in the last number of years out of experi-
ence. The programs don't work unless there is good governance, but
how far are you willing to have the Bank go in providing lending
or nonlending to enhance good governance?
And then there is capacity building. I really do agree with Mr.

Bruno that that is really where much of today's discussion winds

up. I think the institutions are beginning to put some time, atten-
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tion and resources into national capacity building, but there is a

great deal more that needs to be done.
I think much more effort needs to go into building capacity in the

public sector, outside the public sector, in research institutions, in

government agencies, and there is a major role for the Bank in the

years ahead. Ownership won't have any meaning if resources are
not put into capacity building.

Finally, there is the issue of setting the agenda and the overall

governance question. Who sets the agenda? Who decides which en-
vironmental issues ought to be getting the attention of the World
Bank, if I can put it that way?

Is it the global environmental issues that are a principal concern
to the major donor—the major creditor countries? Is it the local en-
vironmental issues that are killing the most people in developing
countries, issues of sanitation, water pollution, air pollution? I

think we have to figure out how better collectively to set the agen-
da.

Chairman Frank. Thank you. Professor Jebuni.
Mr. Jebuni. Thank you, Mr. Chairman. I think being one of the

last you always have an easier job because others will have raised
all the points. But let me reemphasize the importance of the disclo-

sure issue that we have been discussing here. I think that the issue

goes beyond just releasing documents. It must also include the

question of broader public participation in policy discussion and de-

bate in borrowing countries.

I think there are two critical reasons that this disclosure issue
must be emphasized.
The first is to do with the generation of debate and the building

of a coalition to support sustainable development. And the second
has to do with enabling us as borrowing countries to be able to hold
our governments responsible and accountable for policies that af-

fect our lives. Disclosure must therefore go beyond the relationship
between governments and parliaments.

In the African context, a lot of debate may have to be generated
outside parliament, because some of those documents may be so

technical that parliament could not even appreciate them. So we
may begin to generate that debate from outside parliament and
that in turn will inform parliament in its deliberation. So I think
when we are talking about disclosure, we must go beyond just talk-

ing about parliament and making it publicly available.

Now, let me move from that to the issue which has not been dis-

cussed much, and that is the issue of poverty alleviation. I think
that in discussing disclosure and everything else, our ultimate ob-

jective is that we will be reducing the level of poverty. In talking
about poverty alleviation, one should make a distinction between
measures based on increasing the productive potential of the poor,
and measures which are based on income transfers.

Now, once you make that distinction, then it is important where
growth is coming from. The Bank's approach is simply that growth
would lead to poverty alleviation. If we make a distinction between

policy measures based on income transfers and those based on pro-
ductive potential, then the source of that growth becomes impor-
tant in poverty alleviation. And if we look at the case in sub-
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Saharan Africa, most poverty profiles would indicate that poverty
is generally a rural phenomena.
What that implies is that generally poverty is a question of low

agricultural productivity. So that in trying to address the issue of

poverty alleviation, one would have to address the issue of increas-

ing productivity in the agricultural sector. And I must say, so far

we have found no solutions and so far structural adjustment has
not succeeded in increasing agricultural productivity in most Afri-

can countries. And that has been responsible for the persistence of

poverty. Even when you move into the urban areas, that poverty
is still related to low agricultural productivity. Poverty in the rural

areas drives people to migrate into the urban areas and then they
become poor when they cannot find jobs.

I vvdll move quickly to a third issue which has to do with the en-

vironment. In the African context, the environmental issues will re-

late to resource management. And here again policy becomes im-

portant. For instance, agricultural policy on input pricing becomes

important in terms of deforestation and land degradation. If vou
drive farmers away from using intensive methods of crop produc-
tion in agriculture, they move to extensive methods, clear more
land, and it results in greater degradation. Environmental issues

relevant to Africa have to do with those of resource management,
land degradation, deforestation, and urban sanitation issues. I

think that issues of industrial pollution and global warming are
much less important. Thank you.
Chairman Frank. Thank you. Ms. Hagen.
Ms. Hagen. Thank you, Mr. Frank. I wanted to agree with Mr.

Ohno when he suggested that the ILO should handle international
labor standards and they should be left to the ILO. It is very
tempting to do it that way. Certainly, there are capacities that the
ILO has to offer, as well as the other institutions of the United Na-
tions system, in standing up for and promoting universal human
rights that make it much easier for these issues to be addressed
in an open and direct way by the ILO and other U.N. institutions

than it has been by the Bretton Woods institutions, who have some
difficulty with articulating a translation of human rights into their

modus Vivendi.

I rather think that there is a need to look at that and find some
new ways for the Bretton Woods institutions to get more directly
into these issues, but it is certainly a sensitive subject for them. On
the other hand, institutions like the ILO within the U.N. system
have been able to advocate universal human rights, specifically

in

the area of labor standards regarding freedom of association, collec-

tive bargaining, the elimination of discrimination, the elimination
of forced labor, the elimination of child labor, and various social

protections which are the fundamental core of the standards that

operate in the international labor arena.

Nonetheless, these standards can't be advanced by the ILO or
the U.N. system in isolation. Rather, it is within the framework of

interaction with what the Bretton Woods institutions is doing that
these standards have to be addressed. In some respects the ILO
and other institutions can play an independent role initiating dia-

logue and getting a perspective on these things that can provide for

a more effective appreciation of the issues. And I think particularly
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of activities such as what the ILO recently did in West Africa with
the countries of the CFA franc, bringing together the social part-

ners, the labor ministers, and the finance ministers for the first

time ever from all of those countries to talk together about how to

address the social effects of the devaluation of the CFA franc.

This is the kind of thing that an independent institution is able
do that perhaps the Bretton Woods institutions themselves are not
in a position to do, that nonetheless responds to what the Bretton
Woods institutions are doing. It is that kind of healthy dialogue
that does bring labor standards into the deliberations of what is in-

volved in structural adjustment and in development policy. And it

is not easv to keep them separate from what the Bank and the
Fund are doing. There is a tendency, for example, for the Bank and
the Fund to think currently about the importance of privatization
and to move the instruments of government toward the protection
of the development of private sector activities without addressing
directly the ways in which there needs to be some constructive in-

volvement of the government in stimulating employment, in stimu-

lating the private sector, in stimulating the kind of basic standards
for workers in the private sector that make it possible for employ-
ers to go ahead and take the gamble on high skilled workers to de-

velop tne productivity that makes their work—their output more
competitive and gets them into higher ranges of development.
One of the kinds of research that is going on right now has to

do with the ways in which government can engage in identifying
clusters of small employers that can form a chain in cooperating
with each other and in working together to develop a coordinated

program for credit. Instead of having to depend on the individual

applications of small microenterprises, which would be too small to

get assistance from large international institutions, you can create

through a coalescing of these enterprises in the private sector the

possibility ofjoint credit opportunities.
And, Ms. Kessler, I know there is a lot of this kind of work going

on, research going on, in South America in particular. It illustrates

the possibility of new and innovative kinds of dynamic policy in-

volvement of the government in stimulating the private sector

which goes beyond tne rhetoric of complete privatization.

Now, the concerns that have been raised today with regard to

child labor and minimum wage, I think, do reauire some specific
comments. In both of these instances, the standards are there for

legitimate reasons. Number one, in terms of the minimum wage,
there ought to be a system in which there is identified a minimum
decent wage for take-home pay so that you have an employment
situation that is fair and equitable and results in people earning

enough so that they can have a decent livelihood. That is the basic

principle.
There isn't emything that says that has to be a particular mini-

mum wage in any particular environment. The idea is to aim for

it, and the idea is to work on policies that contribute to the broad-

ening use of the minimum wage in an economy, rather than dis-

missing the idea simply because there is such a large informal sec-

tor that can't deal with it.

I think there are ways to address this issue and be sensitive to

the value of the minimum wage as an objective. And the same is
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true with the child labor provisions. I think it is perfectly appro-
priate to say that it is very wrong to have child labor and that
there should be legislation to prohibit child labor.

It is also perfectly appropriate to recognize that there are situa-

tions in which you have to create the alternatives for child labor
that make it possible for families to live without that kind of prac-
tice in their family structure and in their communities-—and also
in the overall economy. And it is through constructive engagement
of the solutions that are alternatives to things like child labor that
make it possible to create an environment in which you have social

justice as part of the outcome and not just economic growth.
It is the combination of those two, economic growth and social

justice, that should be our obiectives in common. I think that we
can all anticipate that it is this kind of interaction between eco-

nomic efficiency and social equity that will be addressed next year
at the social summit in Copenhagen, that will stimulate a great
deal of dialogue and discussion. You certainly will be seeing it as
well in terms of the World Development Report on labor that the
World Bank is preparing. In conclusion, I think it is important to

think about the evolving nature of the Bretton Woods institutions
and the U.N. system as they interact with each other with regard
to the combination of social and economic objectives and the
achievement ultimately of something that brings about social jus-
tice and economic growth.

"Poverty anywhere is a threat to prosperity everywhere." This is

a statement that came out of the Declaration of Philadelphia of the
ILO. It appears in the IMF lobby as a commitment. And it is a
common commitment for us all.

Chairman Frank. Thank you. I am going to call on four other

parliamentarians who wanted to speak. Let me say that on the

agenda we have a 2-hour afternoon session. I don't think that the

meeting with the Inspection Panel, although it is a very important
one, will take a full hour. So I will try to maximize tne time we
will have this aflernoon for discussion among the parliamentarians
ourselves, since I think three or four major issues have come up.

I would like to interpose one substantive statement, literally I

think one sentence, to Mr. Bruno. For many of us when we talk
about labor standards and minimum wages, we agree with you that
there is no basis for having one single standard, but we don't think
that means you don't have standards in the plural—appropriate
standards for countries in varying levels of development are very
important.

I think of that as a bit of a straw man to talk about a single
standard. I don't think that preempts the discussion about stand-
ards.

Mr. Graham I think was the first I had on my list.

Mr. Graham. Thank you, Mr. Chairman. I signaled some time

ago and so much of what I was going to try and draw to the atten-
tion of the panelists has been dealt with. I must say, though, I

would like to start by saying to Dr. Jebuni that as a Canadian par-
liamentarian, I don't think what you were saying is restricted to
Africa.

In terms of what we are seeing, in terms of our agricultural com-
munities' drift to the cities and prosperity of agricultural commu-
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nities, I think this is a universal situation. At least speaking as a

Canadian, I think that is true. And a second universal situation is,

I don't think it is just African parliamentarians that don't under-
stand technical World Bank documents. If I may speak for myself,
we, too, have our problems in understanding them.
Mr. Bruno. That sometimes applies also to employees of the

Bank itself.

Mr. Graham. Well, being a iurist, I understand completely some
of the problems of trying to draft good documents. But I think I

would just like to make two comments about what has been said.

The first is in terms of transparency. And I think the point has
been made that this is so important both from the point of view
of both the taxpaying contributors in the contributing nations to

the fund, and to the recipient nations. And so there is a conver-

gence of interest here to see greater transparency.
But I am sure that many of the other parliamentarians around

the table, too, are trying to come to gprips with the fundamental

problem of the efficiency of the process vis-a-vis transparency. How
do we have discussions which are frank and open and lead to a so-

lution of the problem which will have huge political consequences
in perhaps both debtor and creditor nations, and at the same time
have this totally open?

For example in our country, our cabinet discussions are not open.
Our budget process is presently undergoing a very thorough re-

view. We are trying to make it more open. We are undergoing a

large public consultation. But at the end of the process when we
are actually formulating the terms of the budget, as even Professor
Sachs said, it comes a point where if you are fixing interest rates

or determining exchange rates you just can't do that in the open.
And I think the Bank officials could be helpful by telling us maybe
more what their experience has been as to where the reticence

points are. Where are the stick points? When can we be free?

As our French colleague said, even if we had it within our own
systems, a means to have a parliamentary secrecy or confidential-

ity, where is the point where it becomes impossible to deal with
that? I think it would be helpful. I am sure you are going to discuss
that.

The other thing I would like to see, Mr. Chairman, if we could
discuss amongst ourselves is, to follow up on—is it Ms. Hagen's
last comment/ I mean what—the thing that we are hearing about
a great deal at least in the Canadian foreign policy review which
we just completed was the tremendous degree of

proliferation
of

international institutions amongst which there is little coordina-

tion.

We heard regularly that the lefl hand doesn't know what the

right hand is doing. The World Bank will adopt a policy which is

directly contrary with what the countiy members of the United Na-
tions have adopted in, sav, UNCITRAL or UNCTAD or some other

institution; that the ILO will be going down one track and the

OECD is going down another, that the Bank for International Set-

tlements will go down another track, so I think the coordination of

the various international institutions is important.
And let me just leave that with one last thought, Mr. Chairman.

It seems to me that as national legislators, we have something to
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say about this because what we have been told is that national gov-
ernments themselves adopt different approaches, that Canada may
take one position in ECOSOC in the United Nations and a totally
different position before the World Bank or the IMF. So the na-
tional governments themselves have a duty to coordinate what they
are doing in these international institutions and maybe the
internationalists can help us with a better understanding of that.

Chairman Frank. Next, Ms. Svensson, then Mr. Langmore.
Ms. Svensson. Thank you, Mr. Chairman. I want to thank the

panel because it has been very enlightening, to me as a par-
liamentarian, to listen to the different comments. And, of course,
this debate has been very much focused on the structural adjust-
ment programs. But as I understand it, the World Bank is much
more than that. But, of course, stabilizing economies is the ground
for poverty reduction and for the fight for social justice.

I want, though, to emphasize something that is very important
to me as a parliamentarian, and I raised that in my first contribu-
tion. And that is that the Bank must emphasize and also independ-
ent researchers must emphasize evaluation and reviewing the work
of the Bank and the IMF. I find that very, very essential. And I

could agree with Mr. Graham, referring to our being the elected

representatives. We represent taxpayers who are contributing to

the funds, the funding of the IDA, that is.

Without the political will, there is no contribution. That is very
important. And you need to produce good work to promote the po-
litical will. And so I think this actually has bearing on the open-
ness that we have debated as well. And I was quite alarmed by the
contribution from Professor Sachs when he said that, and I quote,
it is impossible to get data to review the impact of IMF and the
World Bank. If it is like that, I am very much alarmed.
Chairman Frank. Thank you. Next, Mr. Langmore.
Mr. Langmore. Thanks very much, Mr. Chairman. I think this

has been a very interesting morning and many very important is-

sues have been raised. I would like to raise rour more. And they
are quite specific.
The first one is to ask the representatives of both the Bank and

the Fund v/hat have been the net financial flows to developing
countries, developing countries. That is not including the economies
in transition during the last 5 years. Because one has the impres-
sion that those have been quite small and in some years have been

negative.
Second, I was surprised to see in the Fund annual report for

1994 that during the last year staff resources grew by 5 percent.
So that leads to the question, what has been the growth of staff

resources in each of the Fund and the Bank during the last 5

years? And it would be interesting to see that linked with what has
been the increase in outlays on total administrative expenses dur-

ing each of the last 5 years, including staff salaries, of course.

Third, I thought Mr. Graham made a very important point when
he raised the question about coordination between multilateral in-

stitutions. And we haven't yet this morning seriously talked about
the relationship between tne Fund and the Bank and the United
Nations. And one way of getting into that issue would be to ask the

representatives of each of the Bank and the Fund what your view
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is about the agenda for development which was announced last

week and which by now I would hope you have some reaction to.

And, fourth, a very general comment, there doesn't seem to have
been much about equity in the comments that have been made by
the Fund and the Bank, or that are generally made. And Ms.
Hagen made this point very eloquently a moment ago, but there is

a question of balance, obviously, in the economic policy-making be-
tween

efficiency
and equity. And it seems to me, as a politician,

that one should aim to increase both efficiency and equity simulta-

neously. And I wonder how the representatives of the Bank and the
Fund would express their view about those twin goals. Thank you.
Chairman Frank. Let me just say that while we are going to end

this for lunch verv quickly, if any of those at the table, eitner the

representatives of the IMF and the World Bank or the others,
would like to submit in writing any further responses, we will un-
dertake to duplicate them and send them out to the parliamentar-
ians. And we are also going to publish a transcript of the meeting
that will include any additional material that is submitted.

I think we have time for just two more comments. Mr.
Weissleder, and then our colleague from Ghana, Mr. Sallas-

Mensah, who has not vet spoken.
Mr. Weissleder. Thank you, Mr. Chairman. First of all, I would

like to start by saying that I think there is a consensus in Costa
Rica among politicians that we are better off* with the existence
and role of these institutions than without them. And our experi-
ence over the last 12 or so years shows so. That doesn't mean that
we don't have some questions or discrepancies, but I would like to

make that point very clear.

Second, similar to Mr. Sachs, I was also a student of Mr. Bruno
and Mr. Fischer, even though they don't know, because it was from
a distance. And third, if we agree that ownership of the programs
is a very important part of being successful in their implementa-
tion, I believe that the institutions have to take a more active role

rather than just reacting. And I don't mean that in the sense of a

country-by-country case, but in the sense of public relations or the

general framework of the operations of the institutions. I under-
stand the political difficulties of this, but that is why I believe that
information and openness are crucial aspects in that respect.
That is why I asked previously the question about a study in

terms of the performance of the programs and the relationship they
show with respect to the appointment of the executive directors. I

do believe that because the executive directors are the link on the

day-to-day policymaking between the countries and the institu-

tions, it is important to know if there is any evidence of the rela-

tionship about the accountability to their represented countries,
about the responsiveness of these executive directors and the suc-

cess of the programs.
Now, of course, what to do then, and you said you wouldn't know

what to do with it. I think that providing information, making it

public to the countries, maybe it will help, in the sense of making
the Ovvnership of the programs more real. With respect to some-

thing that was said before, it sounds like an established truth that
the worst

policy
for the poor would be inflation, but I believe that

maybe it coula be argued that this is true except for large and
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structural unemployment. Now in that sense, of course, there are

trade-offs, so probably the question would be if there is anything
that can be done in terms of at least reducing these trade-offs be-

tween large and structural unemployment and structural inflation.

Thank you.
Chairman Frank. The last one we are going to have time for, I

am afraid, is Mr. Sallas-Mensah, our colleague from Ghana.
Mr. Sallas-Mensah. Thank you, Mr. Chairman.
Mr. Chairman, it would be really unfair for me not making any

comment before the close of the session. The reason why I am say-
ing this is that a lot of the panelists have mentioned Ghana as a
successful country in the structural adjustment process. But I must
say here that this has been done with much pain on the rural folk,
as Professor Jebuni pointed out. And I would like to mention some
specific implementation problems which arose during the structural

adjustment programs.
To be very specific, our rate of disbursement as a country has not

been too good and this has really affected the process. The chal-

lenge for Ghana over the next decade is to make the transition
from stabilization and adjustment to a faster rate of growth and
poverty alleviation. And despite the success of the Economic Recov-

ery Plan, as claimed, there remains an unfinished agenda of reform
which includes public sector management, the divestiture program,
and the role of the public enterprise and the remaining issues in

respect of enabling the environment or the private sector in export
promotion.
Mr. Chairman, I would like to touch on one factor which has af-

fected implementation, and that is the use of local consultants. I

mean this has affected or this has caused a lot of projects to fail.

I think this came out clearly early in our discussions.
Most of the consultants who come from the World Bank and IMF

invariably don't know the local conditions on the ground. They
seem to mess up a little bit, and I would like to suggest to the
Fund and the Bank that they involve a lot of consultants in the ini-

tial preparation and implementation of the projects.
In terms of dialogue, we have had a good dialogue with the Bank

and the Fund. I could mention the country implementation reviews
AKUSE I, AKUSE II, where every 2 vears the Bank tries to give
a country report which is criticised by eminent citizens at such

meetings. On this note, I found this meeting very, very, very use-
ful. And I would like to thank the chairman for inviting Ghana.
And this meeting I think would have been incomplete if Ghana
were not represented.
Thank you.
Chairman Frank. Thank you.
We are going to break now. I hope we will be keeping to our

schedule promptly. As I said, we should have time this afternoon
for the parliamentarians to talk about some of these major topics
and move further.

My sincere thanks to the panelists, Mr. Fischer, Mr. Bruno and
the others. I don't think this kind of very open dialogue is as com-
mon as it ought to be, so I am delighted that we had a chance to

do it.
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Let me just say for people's information, for those who are com-

ing for lunch, if you go out and turn left, and then right, to the end
of the hallway, and then right again, you will get to the appro-
priate room and you will pass bathrooms on the way. If any of the

parliamentarians need help in making telephone calls home—I

suppose for those who are on the East-West grid, business is

closed, but on the North-South grid, your offices are still open—
come see us and we will be glad to make sure you get to appro-
priate telephones.
And with that, my thanks again to our panelists.

[Whereupon, at 12:50 p.m., the meeting was recessed for lunch.]

[Text of luncheon address by the Honorable Lawrence Summers,
Under Secretary for International Affairs, U.S. Department of the

Treasury, can be found in the appendix.]

AFTERNOON SESSION

Chairman Frank. We will reconvene and I thank everyone for

their promptness. We will now hear from the Inspection Panel that
was set up, we should say, in substantial part because of concerns
that various NGOs and many of us in parliaments had expressed.
We had a very successful model of such a panel in the panel
chaired by Brad Morris, a former member of this body and a U.N.

official, to investigate the Narmada Dam project in India.

We are delighted to have the members of the Inspection Panel
here today. I am very grateful, as we are all, to you for joining us.

What we will ask is that the chairman make his presentation and
then we will open this to a conversation in which all three mem-
bers will be available to answer questions or respond to comments
from the parliamentarians.
The members of the Inspection Panel are Emst-Giinther Broder,

Richard Bissell and Alvaro Umana. Now, we are very pleased to

have you with us, and the chairperson, Mr. Broder, will begin.

STATEMENT OF ERNST-GUNTHER BRODER, CHAIRPERSON,
WORLD BANK INSPECTION PANEL

Mr. Broder. Thank you very much, Mr. Chairman and thank

you for the chance to give a presentation to this House. The panel
was established by the Board of Executive Directors of the World
Bank as an independent group of experts, to provide people who
are directly and adversely aJFfected by a World Bank-financed

project a forum through which they can request the Bank to act in

accordance with its own policies and procedures.
The panel's function is to carry out an independent investigation

which will be initiated when it receives a request for inspection. It

will then make a preliminary review of that request which must
fulfill certain requirements, then ask the management of the Bank
for a response, assess the information received, and recommend to

the Executive Board whether or not the matters complained of

should be investigated. On the basis of the findings and manage-
ment's recommendations, the executive directors of the Bank will

then consider any actions to be taken by the Bank.
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This is a very sketchy outline about the panel's purpose and
functions, and I would like to give you time and opportunity to ask

questions and also my colleagues to enter into the dialogue.
Let me only add one point: We have taken up a pioneer iob since

it is, to my knowledge, the first time that an international institu-

tion has created a similar body. All of us who are involved in the

process have to learn how to make the best use of it, this new in-

strument. I feel certain that our operating procedures which we
have issued have to undergo changes as we gain experience in this

very new field. But we on the panel believe and hope that we can
contribute toward amelioration of hardship of people who are af-

fected by projects which are supported by the World Bank with the
sole purpose of contributing to a more desirable life of those par-
ticular people.
Thank you very much.
[Information about the World Bank Inspection Panel can be

found in the appendix,]
Chairman Frank. Thank you, Mr. Broder.
And I am going to open this now for questions and comments

from our parliamentarians. I know some of the members have to

leave, and I will be glad to recognize in order those who may have
to leave for planes.

I wonder if our friends from Sweden who will have to leave
would like to begin?
Mr. Lennmarker. Thank you, Mr. Chairman.
I am sorry I have to leave because I have obligations back home

in Sweden tomorrow and, unfortunately, I have to leave before the

meeting is over. I will say that this has been a very essential meet-

ing in tne sense that for the first time I think we as parliamentar-
ians have been able to discuss over boundaries the operations of
the Bank and the Fund, and I sincerely hope that there comes
something out of this meeting, possibly an institutional forum in

the future to be able to discuss these matters in the open.
There is no doubt about it that the operations of the Bank and

the Fund are of vital importance for the international society as a

whole, particularly when it comes to the developing countries. And
from my country, I sincerely support these efforts and we have also

shown our support in various forms over the years toward the oper-
ations of both the Bank and the Fund.
Thank you.
Chairman Frank. Thank you. Mr. Lester had a question, I be-

lieve, for the panel.
Mr. Lester. One very much welcomes your function.

Gentlemen, to what extent is it retrospective? Many of us who
studied, for instance, the problem of Africa and African debt for a

long period, know that there are projects which have been funded
on the basis of them being self-supporting and actually paying
their way but never have, and therefore stand as a monument to

lack of success rather than success, and the debt itself remains.
I don't know whether you have any powers to look back at pre-

vious World Bank decisions and make recommendations that would
be helpful in terms of relieving that level of debt based on that in-

dividual project.
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Mr, BissELL. The Executive Board of the Bank addressed that
issue very directly because, as you know, they already have an Op-
erations Evaluation Department that reports directlv to the board.

They did not want to create an inspection panel that overlapped
with that office.

It has done a lot of excellent studies over the years, so they de-

cided that this panel would have the mandate to review projects
from their inception, that is, through the design and appraisal
stages up through 95 percent of the completion of the project, and
at tnat point, there would presumably be an interface so that the
evaluation office would take over those projects that had actually
been completed.

Clearly, we learn from the Bank's past in terms of looking at any
projects and it would enter into our review of an ongoing or

planned project, but in terms of the actual review, that kind oi ex-

tensive retrospective work would in fact continue to be done by the

Operations Evaluation Department.
Chairman Frank. Mr. Graham.
Mr. Graham. I think the last answer sort of started going in the

direction that I wanted to go in, Mr. Chairman, which is, maybe
I am being—excuse me if I am being too juridical or have gotten
my lawyer s hat on too much, but the jurisdiction of the panel is

to determine whether or not the Bank has failed to abide by its

policies and procedures. So if I were looking at you as an adminis-
trative tribunal, I would say you had a fairly limited jurisdiction.
I mean, it is just to determine whether or not the Bank has vio-

lated its own rules in a sort of procedural way that you are there,
I gather.

I me£m, you are not there to say this was a cockamamie idea
from the beginning and never should have been pursued, I take it.

You are there only to say whether or not the Bank violated its own
internal—or its own guidelines, and I just wondered whether you
thought that was too restrictive a form of jurisdiction.

I mean, I gather you are just getting going, so that may be a dif-

ficult question. But it just seems to me from a political point of

view, you have been quite circumscribed in what you have been
asked to do. There may be reasons for that, but I would be inter-

ested in your reaction to that observation.

Mr. Broder. I cannot speak for those who have set up the reso-

lutions. These are the directors of the Bank.
As I just pointed out in my short introduction, we are convinced

that the resolution, as well as our operating procedures, have to be
modified within the course of the time we work. However, as a

panel created by the Executive Board, we just have to work along
the line of the resolution, and I would think that it gives us quite
a few opportunities to intervene.

One of the reasons, definitely, is that there is a great, great num-
ber of operational directives, regulations and the like which have
been set up in the course of time and in certain instances are not

being followed. Perhaps there is sometimes even good reason to be-

lieve that they cannot be followed.

So the approach which we are going to take now is to go with
the resolution, but also point out in our responses to definite

claims, or requests as we call them, what we think about it.
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Chairman Frank Let me call on Ms. Svensson. This is a very
important point, and I want to get back to it myself. But again, our
Swedish colleagues have to leave, so Ms. Svensson.
Ms. Svensson. Thank you, Mr. Chairman.
I would like to ask the panel if you could g^ve some examples of

the investigations, some concrete examples, and who were those
who applied for investigations? Were they, for instance, environ-

mental groups? I would like to hear some of this.

Thank you.
Mr. Broder. I am afraid I can't give you too many examples. I

only can give you one because we have one case on our desks, and
it is from a group of NGOs who have requested certain answers on

particular questions where they believe that the Bank has violated

its own directives. So we are now in the course of investigating
this, and I cannot at this very point make any further statements
on this project.
Chairman Frank. Go on, Ms. Svensson.
Ms. Svensson. Could I ask you about the Narmada project. Is

that on your desk?
Mr. Broder. It is not. It is not.

Chairman Frank. I would like to say one thing as a follow-up to

Mr. Graham and because I was intrigued by your question.
We have been told by some of the NGOs who are here that, as

they interpret the resolution—and this goes directly to Mr. Gra-
ham's point—had the panel been in existence with its present ena-

bling resolution, the panel would have been able to investigate
Narmada. If I understood Mr. Broder correctly—and I think this is

an essential point—^you are bound by a resolution which says you
can only correct misapplications or failure to follow the directives

and resolutions, but some of those resolutions and directives have
a substantive content so it is not a purely procedural charge. Thus
I am told that it is the opinion of the NGOs that an appropriately
framed challenge to Narmada would have triggered the panel's ju-
risdiction. I don't know if that is accurate or if anyone disagrees
with the way I have stated it.

Mr. Sisulu had a question.
Mr. Sisulu. Thank you, Mr. Chairman.
I am highly impressed that an international financial institution

has set up a panel to oversee its activities. I think this is novel,
and I personally welcome it. I have two questions though. One fol-

lows onto the question raised by Mr. Graham.
It seems that the jurisdiction of the panel is limited. But in addi-

tion to it being limited, the procedures are limiting because one of

the procedures says before the panel can do anything, it must be
satisfied that the issue has been brought to the attention of the

management and that the Bank has not taken adequate steps, a

very complicated kind of thing, which kind of limits what the panel
can do.

So the jurisdiction is limited. The procedures are limiting, and
also related to that is a question of how independent can the panel
be. It is set up by the Bank. It is financed by the Bank and has
to report to the Bank and all its framework is within what the
Bank says, so I am just looking at its independence ft-om the Bank.
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1 am not questioning the integrity of the individual members of the

panel. I amjust looking at the principle.
Mr. Umana. Yes, I think that you are quite correct. This is a step

toward transparency and accountability in international financial

institutions. It is a first step, and it may not be all that we desire.

It was set up bv the Bank, by the Board of Directors of the World
Bank, and in that sense, we are constrained by that institutional

arrangement and by the jurisdictional problems that have been
state(There.
We have to work on a case-by-case approach. We have to respond

to complaints of locally affected populations. We cannot take up
cases of our own, neither can we look into policy matters. The
Bank, when it approved the resolution, said it would review it in

2 years. I think that we are charting new ground. This is an
experiment.
The panel itself might want to make some recommendations at

an appropriate time, but I think right now we have to work within
the constraints that we have, and we believe that there is ample
area to work in because, as the chairman just stated, the oper-
ational directives have quite a bit of content and it is the first step
in the process. We don't know where this process will lead, but
what we are trying to do is to do the best possible job within the
constraints that we have.
Chairman Frank, Yes. Mr. Joy Wa^.
Mr. Joy Way. Thank you, Mr. Chairman.
I have two questions. First, who had the initiative to create this

kind of investigation or inspection panel? Second, I imagine that
the size of this panel to investigate all claims will be as big as the
IMF and the World Bank together, because for each economic
measure or project of the IMF, you will have people fiffected in

each country. It would be quite easy for any group to demonstrate
that that sector has been affected.

For instance, let me say just something about Peru. We have ap-

plied some very severe measures to change the economy: economic

stabilization, structural programs, and so forth. In each sector, for

each measure, there are people that have been affected.

To mention just a specific case in our agricultural sector, for in-

stance, I must state that even I agree with all the measures that
we applied, but if the sector affected has an opportunity to ask for

an investigation. What would happen if a certain sector has been

affected, then the panel would have to recommend something,
maybe to change that

policy
or something like that.

For instance, in agriculture, we have accepted to apply rec-

ommendations of the IMF, but because of that, we are importing
much more agricultural products from outside, even that exists,
some of subsidies in some developed countries to export to our

country.
So there are millions of agriculture workers affected by this

measure. Of course, in the aggregate, the situation for the economy
is better than before, but the specific sector has been affected.

If you are requested to go ahead with this investigation and if

your panel concludes that this group has been affected, what are

you going to recommend? What are you going to recommend to the
board of directors of the IMF, the World Bank?
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Not only in the case of agriculture, but for each privatization, a
lot of workers are out of a job. So I wondered, what are you going
to recommend? What are you going to look for in the investigation?
What are you going to recommend after concluding your investiga-
tion?

Mr. Broder. Thank you. There was the question who created the

panel. Well, there were interested representatives within the board
of directors of the Bank, where the panel itself was discussed for

Quite a period of time, almost 1 year. Then I am convinced that in

tne meantime, there was a lot of input as far as the NGOs were
concerned so that the creation was a very complex process of those
who take the viewpoint of the possibly affected people and the

viewpoint of the Bank. This was one point.
The other question I wouldn't want to avoid and just refer to the

resolution which says, well, there must be violations by the Bank
of its own directives and other regulations. Of course, this is a limi-

tation. There is no doubt about it. It might even sort of define our
work much, much more in a limited way, but it still gives us quite
sound reasons and possibilities to look into the application and sur-

vey what has happened. In other words, there will be quite a few
reasons to believe that the Bank was not or was not able to live

up to its own standards, and I think that the requester must have
also a good reason to feel personally, directly and seriously affected

himself or the ^oup which he is representing.
And then it is perhaps not an easy job, but it is definitely a job

one can fulfill with some experience in the field if these people are

really or not affected. So I can't see too much of a problem as far
as the adjudication of such a case is concerned.
Chairman Frank. Ms. Panezai.
Ms. Panezai. Thank you, Mr. Chairman.
My question is, Mr. Broder, could a member of the panel travel

to various countries and visit those projects or are they just sitting
here and getting the information from those areas? If they don't,

how can you get the exact report from those areas, because World
Bank policies and conditions are different for different countries.

Thank yoxi.
Mr. Broder. I think we have ways and means, and if the coun-

try where the affected people are living does not prohibit our trav-

eling to the spot and doing investigation work on the spot, I think
we can do this and verify if the request is justified or appears not
to be justified.
Chairman Frank. Let me interject, if I might. I am struck by the

phrase, if the host country doesn't prohibit. I would hope that the
Bank would take a position that prohibiting an upright and re-

spectable panel such as yourselves from visiting a site would argue
strongly against, at the very least, considering the country's next

application. And that is something I think we should look into, be-

cause I am bothered by the notion that you could be prohibited.
You seem a particularly nonobstreperous group and I could think
of no good reason to keep you out.

Yes, Mr. Broder.
Mr. Broder. Mr. Chairman, I just quoted the resolution.

Chairman Frank. Well, my guess is, as we get into conversation,
that is one thing we might want to note ourselves.
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Monsieur Jacquemin.
Mr. Jacquemin. [Speaking in French.]
Interpreter. The fact that this panel exists at all is a very posi-

tive point, but of course I have questions about what may come
after. Is this panel in its first steps of existence? Will there will be
a future for it?

First of all, is the existence of this panel publicized in the mem-
ber countries of the Bank? During the panel's mission, can it call

for outside expertise if it feels that that is necessary or would that
be desirable? And afterwards, would you think it desirable to have
an enlargement of the panel?
Right now, you have been appointed by the board, but would it

be desirable to eventually add people from the outside and, finally,
would you find it desirable to eventually enlarge your mission as
well as the composition of the panel?
Chairman Frank. Please.

Mr. Broder. Thank you. We have done our best to provide infor-

mation, I can say without exaggerating, worldwide. Because we not

only have sent material, written material, to people all over the
world and distributed also via the representative of officers of the
World Bank, and in order to really cover the world, we have put
the most important effects also of certain steps we are taking in

certain places over the Internet. So it is really worldwide available.
On the question if we should also have panel members from the

outside, I think none of us would have objected to outside panel
members. We would have the chance in any case, also in accord-
ance with the resolution and our own procedures, to call upon out-
side knowledge and experience. So if there are questions where we
think that neither the existing material which the Bank has pro-
vided nor the documentation of the requester nor the other mate-
rial which might be available to us is sufficient, then we will call

for outside help and we certainly will do that.

As far as the enlarging of the mission is concerned, I would again
touch upon my previous remark and of my colleague, Mr. Umana,
who had pointed out already that we certainly will take account of
the experiences which the panel has during its first year, and I

would say also today and with some decisiveness that we are going
to inform the Board of Executive Directors at least after 1 year
about our experiences, and we will come out with some rec-

ommendation for modifications in certain instances and if this is

going then to result in a large or small mission.
Chairman Frank. Sefior Feldmann, you have a question?
Mr. Feldmann. Is there any guarantee that the recommenda-

tions are implemented or not? Do you have any concrete case that

you know that the recommendations were implemented?
Mr. Broder. Yes. Just for the sake of definition, we recommend

only one thing and this is if an investigation should take place or
not. If then the board decides that an investigation should be

made, then we do not make recommendations as the resolution
stands now, but we only analyze the situation, which Mr. Graham
had just said. We have to go through the different cases where
rules or regulations have been violated.

Now, by stating this as an analysis, I would say one cannot ana-

lyze a case very clearly without at least hinting for some rec-
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ommendations on how to modi^, remedy the situation, but this is

not our task as far as the resolution is concerned, but be assured

we are going to do that.

Mr, Feldmann, Do you think the panel makes a difference or

not?
Mr. Broder. Yes, otherwise I would not be sitting here, sir.

Mr, Feldmann, Try to explain to us why you think it makes a

difference,

Mr, Broder, I think the effect that the three of us sitting here
is that we are trying to really do something good, otherwise we
would not be here, and this is also the reason why we will stay

independent. Even if we have to do things where we aren't 100 per-
cent sure we shall succeed, I think it is worthwhile to do it.

Chairman Frank. That is a credit to the panel. I think that if

the question are you sure that what you are doing is going to have
a positive effect were put to all of us, I am not sure now all of us

individually would be able to answer it, I am not sure if for the

next 2 years I would want to answer that question.
Mr. tJmana.
Mr. Umana. Yes, I wanted to expand. This is a very important

point. We are not sure what the outcome will be. Once a local af-

fected group presents a request, our first decision is whether or not
to recommend a full investigation, and with that we have to go
through the board of the World Bank, They then decide if they
want the panel to go into the investigation or not. If they go into

the investigation, our job is to decide then if the operational direc-

tives and policies of the Bank have been violated or not.

Once we do that, we cannot do that in the abstract and just say,
this operational directive was violated, but also try to come up with
some ideas as to how the situation might be changed for the better

of course, how impacts might be mitigated or how affected people

might be handled.
But it would be up to the board of the World Bank to decide if

they accept the panel's findings or not, and what will be done after-

wards. We can't do anything about that. What they have commit-
ted themselves to do is to make public our report. That we have.
Chairman Frank. Let me interject here because I think we are

in a very important area. I think the fact that if they reject your
recommendation it has to be done publicly is a very important
check,
Mr, Broder, Yes.

Chairman Frank. But the Bank should also understand, this is

not a group of parliamentarians that was selected to be critical.

This is what you get when you write to parliamentarians who are
interested in the work of the IMF and the World Bank, and by and
large they tend to be the people who are supportive. The reason I

say that is I hope the World Bank will understand that the Bank
itself and supporters of the Bank's mission have a great deal

riding, in my judgment, on your being allowed to do your job in an

expansive way, and I think this is a very important point to note.

Listen to the questions. No one, to my knowledge, here thinks
that you may be unnecessary or too intrusive or going too far. The
tone of the questions has all been, will you have enough strength.
So I hope, and I would assume that the Bank has left a listener



66

or two behind, that the message is brought back that the better

you are able to function, the more expansive an interpretation you
are allowed the more you are allowed to give a positive answer to

the central question Mr. Feldmann asked, the better off the Bank
will be. And I hope that any bureaucratic impulse to constrain you
will give way to a better understanding of the Bank's long-range
interest. When a group like this convenes again a couple of vears
from now to get reports from you on what the experience has Deen,
I think it is very important for the Bank that the questions will

have been answered in an affirmative and aggressive way to meet
your expectations.
Mr. Sisulu and then Mr. Sallas-Mensah.
Mr. Sisulu. Two quick questions. This, again, follows up on the

question by Mr. Jacquemin on sort of broadening the panel.

Many of the groups or most of the local groups that are affected

are likely to be affected by some of the projects are likely to be con-

sidered relatively weak. In this case, in Africa it is going to be

women, particularly
rural women, and therefore in addressing that

you obviously would need to broaden the composition so that at

least there is some kind of representation of women because they
are the ones who are likely to be affected by the programs and
projects.
And the second question is, in your view how can parliamentar-

ians assist you in your work? What is it you would like to see put
in place to make your work that much easier within the different

countries?
Mr. BissELL.

Clearly,
in establishing the panel, they wanted to

ensure that those at tne g^rassroots level who are most affected by
Bank projects would have a way of obtaining redress, and so a fair

amount of the resolution deals with the issue of representation and
representativeness. To me that is very important because the panel
is, in concept, part of what should be an overall democratization of

international financial institutions, which as you know is the spirit
that is sweeping within countries, between countries and in inter-

governmental organizations in a way that we probably haven't
dealt with since the 1920s. And, as a result, what one sees at this

time is an effort to figure out how does one empower those who are

weakest.
You cited the example of people, say in Africa, who live far from

places like Washington, DU, so tnat they can have access to the

proceedings of the Bank and actually have a voice. We are dealing
with something which is very unusual in terms of trying to address

that, and so I think that we will simply have to work on that in

terms of being effective, of helping to empower those people.
And I think that what parliamentarians can do, whether they

are from borrowing countries or from the richer countries in the

World Bank or elsewhere, is to maintain interest, as all of you have

by coming here, by following the work of the panel and the work
of the Bank with as much care as you can, and I understand get-

ting information is not always the easiest thing in the world.

We also need for you to understand that we are working under
a very unusual mandate, which is what Mr. Umana said, in that

our proceedings will be public. And I think it will be unprecedented
in the work of an institution like the World Bank where most deci-
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sions are taken privately, where the process is not a public one and
where they have begun making steps toward full information dis-

closure but only first steps.
You will see in our proceedings, as mandated by the board, the

process of the request from those is made public, our response to

it, the response of management, the decision that is made by the

board with regard to those various findings and the follow-up that

occurs. In maintaining your interest and your willingness to follow

that, you will be part of a very unusual, indeed unprecedented
growth in the international financial system. And just because it

is new and hasn't been tried before, we would welcome you aboard
this experiment.
Chairman Frank. Mr. Sallas-Mensah, then Ms. Kessler.

Mr. Sallas-Mensah. Thank you, Mr. Chairman.
Mr. Chairman, I have my doubts about the Inspection Panel. The

doubt is that I see that in the next couple of years or two cases

are going to flood your desk, so much that I foresee a large bu-

reaucracy which is going to be part of the World Bank, which is

going to increase the administrative cost and other expenditures.
I hope you can clear these doubts for me.
Thank you.
Mr. Broder. Well, I can only add that the panel is going to work

and that we have—I should add this also—up to now no reason to

believe that the Bank's management, including now the super-

visory organs, the Board of Executive Directors, are not going to

support our work, at least in an objective manner.
Arid I really do hope that we can present to you and the outside

world because it is, just as my colleague Mr. Bissell just said, it

is interesting how much attention is given to this whole institution

of the panel. It is the first time that anything like this has been

tried, and we do know that almost all of the international develop-
ment banks are thinking in similar ways to solve this problem and
to further sort of start the democratization element which should

be introduced in all of those multilateral institutions, particularly
the financial ones.

So I think we have no reason to be too pessimistic as far as the

outcome is concerned, and I would say already in the first weeks

working in this field has corroborated as far as we are concerned
the fact that there will be changes as far as the whole attitude is

concerned of management of institutions like the World Bank.
Chairman Frank. Ms. Kessler.

Ms. Kessler. As Mr. Barney Frank said, I am here today be-

cause I am really very interested in all your work, the World Bank
and the IMF, and I have worked together with the \yorld.Bank in

all the restructuring process in Argentina so I think it is very use-

ful. And it is also very useful the creation of these inspection pan-
els, but I have some questions.
And the question is, how will you make public your decisions?

Will they be known to all the countries? And as far as from all I

have read up to now, and maybe I have no good information, I see

that this is a very good team but a small team and you—I don't

know how many employees there are now at the World Bank, but

you will have to analyze the work of many of them, so I think that

your budget, the experts you have, you may have a structure that
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from what I see is not sufficient. I would wish that you would have
a big structure to be able to deal with all the interests of the public
about the issues related with the World Bank.
Mr. Umana. Your first question dealt with how the decisions will

be made public. As we have commented earlier, we are making
every effort to make the existence of the panel known by severfu
mechanisms. The offices of the World Bank throughout the world
have the brochures. We have tried to design a user friendly form
to guide the requesters in their process, and the World Bank has
committed itself—and I believe it is in your pamphlets—to a time-
table as to when the decisions will be taken and when they will be
made public. So the reports of the panel as a product of the inves-

tigation will be made public very shortly after the decision is made
by the panel and the board has considered it.

As to the size of the panel, there was an original proposal that
an ombudsman function be created, and as part of the political ne-

gotiation process within the Bank, the Bank decided on a three-

person panel to start with. As the work load increases, as manv
people expect that it might, this decision might have to be reconsid-

ered, and other members could be incorporated into the panel.
Also, the panel can hire outside consultants. All of us are exter-

nal to the Bank. That is, I think, a point that needs to be clarified.

We were not chosen because we worked for the Bank but precisely
because we are outside experts.
We also can hire whomever we want to help us in the individual

investigations as consultants.
As far as the budget, I think that we have been provided with

a sufficient budget to start the process, but as needs may arise in

the future we have been given guaremtees by the board of the Bank
that they would make the necessary adjustments to allow for the

proper functioning of the panel.
So we have to start small, but if the work load increases and cre-

ates new conditions the panel and the board will have to adapt to

those new conditions.

Chairman Frank. I am going to call on Senor Urcuyo and Mr.
Ohno, and then we will dismiss the panel and have a chance to

conclude our discussion. I don't mean dismiss you. We will no

longer ask you to wait, unless you of course want to be here.
Sefior Urcuyo.
Mr. Urcuyo. Thank you, Mr. Chairman.
Does the borrowing country have the obligation when signing a

contract with the World Bank to disseminate information regarding
the existence of this inspection panel? Are there any specific provi-
sions in the contracts making this a mandatory obligation?
Mr, Broder. Well, as the situation stanas now, the recipient

country has no obligations as far as I see it.

As far as the NuOs are concerned, I cannot imagine. They are

active, and they do know about our existence by now, all of them,
I think. They are going to take care of this element.
Chairman Frank. I would say that to say that the NGrOs know

of your existence understates their role quite nicely,
but I think

Sefior Urcuyo's question is a very good one. I don t see why we
could not advocate that such an obligation in fact be undertaken
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by the borrowing government, and I think that might be one of the

points we will want to follow up.
I will ask that our last comment at this point will be from Mr.

Ohno, and then we will call on people as we get to the general dis-

cussion.

Mr. Ohno.
Mr. Ohno. I am a little ignorant of the Inspection Panel so I

would like to ask through you, Mr. Chairman, for the panel mem-
bers to enlighten me on the following point. What I don't under-
stand is this:

Well, it seems to me it is quite natural to say that a recipient

fovemment
is directly and primarily responsible for any complaint

y the people adversely aifected dv the Bank-financed project.
What is the recipient government aoing between the Inspection
Panel and the people vastly affected by the Bank-financed project?
What is the relation between the Inspection Panel and the recipi-

ent government? These issues are what I don't understand.
Thank you.
Mr. Broder. The recipient country, if I might use this expres-

sion, is definitely the most important element in the whole proce-
dure if the government—and this is why I just mentioned the case,
that we might even not get a visa to go there. So the government
is a decisive element if the panel can work its way or not. And as

far as the World Bank is concerned, the World Bank has also obli-

gations, as we all know, toward this government which is a mem-
ber government by all means.
So there is a very sensitive milieu which we have to consider,

but, again, as much as the World Bank was willing to sponsor in-

stituting this panel, I think it would make real sense if the mem-
ber countries also would take advantage of this institution. But it

is very difficult. I quite agree with you.
Chairman Frank. It is an important question, and if I could re-

spond in part to that, we will now begin our general discussion.

And I thank the members of the Inspection Panel because we in

the United States were among those pushing hardest to get this

panel set up.
I think the answer in part is that if a government is doing a

project with its own funds, then there is clearly no role for such
an international body. But, we have people in the United States
who are concerned when the United States is asked to vote U.S.
dollars to go to the World Bank. We are saying we don't want the
funds spent in a wav that we think might be damaging in various

respects. That is why it becomes a three-cornered situation, not

simply that of the recipient government. Because that is key. They
are the recipients. I want to stress that in my judgment, and I can

speak I think with some conviction about the Llnited States, a well-

functioning review panel is an important part of the assurances we
have to give the American people that will allow them to feel good
about continuing to make the money available.

Again, let me thank the members of the Inspection Panel for par-

ticipating in this meeting. For our remaining hour there were a

couple of topics that seemed to me to arise from where we were.
I was going to ask our friends from the United Kingdom to begin.

They had raised the question of debt reduction, and I thought we
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might spend about 15 minutes on a couple of topics and then have
some further discussion. But it did seem to me that was one of
those that we talked about but did not get into very fully.
So if Mr. Lester would agree, I would ask him to kick off the dis-

cussion on that point.
Mr. Lester. Thank you, Mr. Chairman.
The first point I would make in terms of parliamentarians' co-

operation, strengthening accountability, is some of the remarks
that you made in terms of what is the first thing we should do is

to check on our own domestic arrangements for the responsibility
of evaluating policy and indeed for supervising our own domestic

policy. You referred to confusion in the United States. I expect that
confusion probably also exists in other countries.

Second, I think one needs to evaluate those who are in the posi-
tion to make a rational assessment of issues, particularly things
like multilateral debt and the analysis which enables action to be
taken by governments.
My colleague and I are here because we are members of the All

Party Group on Overseas Development in the British Parliament,
which is an informed pressure group open to all members in the
house to

join,
and we are staffed by the Overseas Development In-

stitute wnich is an independent institute, and we can look at any
issues and seek to pressure our government.
We set up a working party to look at African multilateral debt

in advance of this year s Malta conference of the Commonwealth fi-

nance ministers and indeed the Madrid conference of the G-7, and
we came to some fairly controversial conclusions. But we are very
happy that in fact our Chancellor of the Exchequer accepted the

majority of them and put them forward very strongly in Madrid.
I think the first and most essential one is that we recognize that

for many countries there needs to be an overall review of their total

debt, their total debt, and they need relief on the entire stock of

debt. And you cannot differentiate between bilateral, between mul-
tilateral, and between commercial debt, if you are actually seeking
to help the most indebted countries.

Second, we actually propose that the IMF could sell 3 to 4 per-
cent of its gold stocks. And this, again, was taken up by the Chan-
cellor of the Exchequer, not to simply sell them and use the money
for relief on a one-off basis, but to sell them in order to buy stocks
which produced actual revenue and use that revenue to offset some
of the most indebted countries.
A third thing was that we need to look very carefully at the re-

gional development banks and their role, and it makes no sense for

the African Development Bank, for instance, to lend money on im-

possible terms to desperate countries in a way that they can never

possibly repay them. And therefore, again, there has to be the re-

gional input as well. So I think that what we are suggesting and
what was accepted by our own government was a way forward to

help the most severely indebted countries to have some sense of the
future that there was a way out.

We also, of course, proposed the Trinidad terms and the Paris

Club, and, again, we have heard from our French colleague our

suggestion on that was that we shouldn't just go from 50 percent
to 66 percent relief, but to 80 percent in the most deserving cases.
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Now, I am putting it in short because we are short of time. We
take it for granted that everybody understands that we approach

every country on a case-by-case basis, that we accept that every

country applying for this assistance has rational, accountable gov-

ernment, and we take it for granted that the social impact of any
of these proposals are identified, planned and implemented in a

proper way. But this was a way in which we, as a group, have in-

fluenced our own government.
It seems to me that if we are going to work together to force our

own individual domestic governments to take action, that we ought
to establish a network where individuals who produce these re-

ports, whether this is an informed pressure group or in the British

Parliament's case we have the Foreign Affairs Select Committee,
which has the specific responsibility for overseeing the whole budg-
ets and multilateral organizations. If we can have a network which

actually shares that information, we don't all duplicate the work of

one another. But where we have done similar things, we could ac-

tually compare notes and where we agree, we can work together,
and where we disagree, we might have other meetings like this and
call people before us in such a way that we can actually analyze

why we disagree.
I not only feel that about debt relief, important as that is, but

I think that is critically important in terms of the future of the

United Nations and the General Assembly. Many parliaments rep-
resented here have done a great deal of work on that. I hope, Mr,

Chairman, that is enough to get you started.

Chairman Frank. Yes. Let me make one comment. Actually, you
get a certain cross-cultural fertilization here. The concept of an in-

formed pressure group, I hadn't heard of that, I like that, and that

is a lot better than the kind we deal with. So I am going to advo-

cate that we might want to have some more informed pressure

groups as part of our operation.
Let me ask one question to follow-up on what you were saying

about debt relief, Mr. Lester. The representatives of the institu-

tions generally argued that it is not a good idea for them to be giv-

ing relief from the multilateral debt. I wonder whether there is any
consensus on that issue.

You were also talking about relief from official bilateral debt and
commercial debt. Do we have among ourselves a general consensus
that that is the best way to proceed and that the arguments that

they have been giving against the Bank and the Fund being asked
to give debt relief are valid? Or would people want to raise a dif-

ferent viewpoint about that?

Well, if not, let me just suggest, because I think debt relief is

clearly essential, for instance, if we are to make real progress in

Afi-ica, that we pursue the issue of multilateral as well as bilateral

debt relief

Mr. Lester, may I take your comments as an offer to be the coor-

dinator of that interparliamentary group that you so highly rec-

ommended?
Mr. Lester. I am not sure whether my hard-worked secretary

could cope with any more coordination. It is all her task to actually
coordinate me, but there we are. But I think we could possibly take

it in turns.
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Chairman Frank Well, that is a fair thing, if you would start

it. Let me say, we are certainly available to help.
There were two other reauests to speak. Let me call on first Mr.

Graham and then Mr. Jezek, who asked to speak, and then if there
are other topics people wish to bring up, we will do that. Mr. Gra-

ham, did you
Mr. Graham. Mr. Chairman, I iust—maybe this really goes back

to the administration of the Bank and the panel which we heard.
I must say, I think the panel certainly increases accountability and
increases accessibility and transparency.
But if I were a director of the Bank, certainly if it were a private

bank, I would be very concerned about whether it also increased
the possibility of ultimate legal liability. If you have got a panel
that is going to make a finding that the Bank has actually violated
its own guidelines and has made a loan to an environmentally un-

friendly project, which is contrary to its own guidelines of what it

should be doing, I mean ultimately this is going to lead to, first,

a form of
political accountability there is no doubt, but if this were

the United States of America it would very quickly become legal li-

ability and financial liability, as anybody who has experience in

any private institution in this country realizes.

And I just feel that as legislators, we always have to be aware
of what I call the "effet pervers" of everything we do. This panel
has a very good side to it. But is it going to have another side to

it which in the end will inhibit the Bank and the way in which it

goes about doing business, will it inhibit the bureaucracy from

being risk takers and therefore be determinant of—I just throw
this out.

Chairman Frank. It would really be what, obviously, the individ-

ual
country's

laws would be. Because clearly in the United States,
if the World Bank were a U.S. government institution, it could not
be sued, because of what we call our discretionary function exemp-
tion. And I don't know what the case would be, what your right to

sue international institutions is in other countries.

Mr. Graham. It is pretty limited.

Chairman Frank. I would agree. I guess if I were a lawyer work-

ing on a contingency fee, I wouldn't want to take on these cases

suing the World Bank. But I think it is something for us to pursue.
Mr. Graham. I am just looking down the road 20 years. This is

not tomorrow.
Chairman Frank. I think we can pursue that. Mr. Jezek? OK.

Mr. Denham.
Mr. Denham. Chairman, I ask to speak now

partly
because Jim

Lester and I will have to leave very shortly to catch our plane. I

wanted just to say a couple of other things about cooperation. It

might be helpful if we could hear if there were particular ideas
from the organizers of this meeting about what may follow. There
does seem to me to be some agreement that the primary role is in

strengthening our own national level of accountability of our rep-
resentatives on the World Bank, rather than any relationship be-

tween any network of MPs and the Bank and the Fund themselves.
In that light, it seems to me that it would be useful if there were

some models of practice circulated, both in relation to parliaments
of creditor countries as we usually call them, and parliaments of
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borrowing countries. In the meeting today, we have heard different

problems from both sides of that fence.

Some of us who come from creditor governments have very little

oversight of our government's role within the Bank; probably even
more important, there are those who are from borrowing coun-

tries—parliamentarians who have very little knowledge about their

own government's dealings with the Bank and the Fund. And al-

though we all have different histories and cultures and different

understandings of what a parliament actually is and how it relates

to its government, some models of best practice, some standards to

aim for, it seems to me, would be the most useful initial objective,

and some sort of benchmark against which we can each judge
progress over the coming years.
Chairman Frank. Let's hope we get into that. Mr. Langmore

was, of course, really the initiator of this, so why don't we ask him
if he has some ideas about what we do next.

Mr. Langmore. Thanks, Mr. Chairman.
I think the idea of strengthening national accountability is very

important. But I hope, too, that we could maintain this kind of net-

work, and the people I spoke to at lunch time certainly were all

very much in favor of doing this again. In fact, both the representa-
tive of the Fund and the Bank, Mr. Bruno and Mr. Fischer, said

that they would welcome maintenance of this kind of activity on an
annual basis presumably, and a number of other people said the

same thing.
So that I think there is general agreement amongst those of us

that some kind of continuing annual meeting of parliamentarians
with an interest in the Bank and the Fund would be of value. The
question would be how to organize that. I know what an enormous
effort this has been for Dr. Key, and wholeheartedly congratulate
her on the success of the day. I think it has been to her principally
that we owe the success of the day, and I would like to thank her

very warmly for all she has done.

But knowing that, one hesitates to propose that anyone else take
it on. But I would suggest that perhaps a smaft group from

amongst us, maybe three, might volunteer or be selected to plan
another event such as this in a year's time, either here or some-
where else.

One possibility, though, I don't put it forward as an absolutely
firm one because I haven't tried the idea out on many people,
would be to ask the United Nations would they do some of'^the com-
mittee work that would be required to organize such an event. We
might ask the UNDP, for example, whether they would be prepared
to do some of the work. But it could be done in other ways.

I don't suggest that as the only possibility. If some one here
would like to volunteer to invite us all to their country, then that
would be wonderful.

Chairman Frank. Ms. Svensson.
Ms. Svensson. Two of the key words I think during today's ses-

sion, have been participation and transparency. And, of course, we
being parliamentarians are key persons, so to speak, on this issue.

I think a parliamentary dimension to the Bank would be very valu-

able. It could be a network, it could be institutionalized.
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I think it would be a good idea to work on that. So I support the

ideas, though I am not clear in my own mind about the framework
of it. But it would be very valuable, I am quite sure.
Chairman Frank. Ms. Kessler.
Ms. Kessler. I also support the idea of Mr. Langmore, but I do

think that if we leave a year for having a meeting, many things
can happen during that year. And I would like to propose a shorter

period just to see between us how this panel works and also to sug-
gest the same type of inspection panel for the IMF. So I would be
willing to work with you. And I, as you said, I can be one of the

persons to work together.
And if UNDP helps, it is better, and if not, we have to use orga-

nizations of our Congresses and try to make them work. And in my
case, I offer Buenos Aires as the city for the next meeting.
Chairman Frank. Well, thank

you.
I think that has a great deal

of appeal. We might want to get this in place.
Let me say a couple of things. First, there is I think the point

about a parliamentary dimension. It strikes me that we find this
within the United States when we have regional cooperation, and
we see it internationally. It is easier to get executive cooperation
than it is to get the appropriate democratic parliamentary aspect
to that. It will always be awkward to do that. And I think that is

really what we are talking about—ourselves trying hard to provide
for the lending institutions the democratic aspect that is otherwise

missing. And I think that is the broader philosophical framework
in which it fits.

I think we can say it is very much in the interests of the institu-

tions. Again, it has been essential to us in our being able to keep
up support for them within the United States. And that is why I

think involvement of both executive and legislative branches, in

those countries with a separately elected president, obviously with
different phraseology for the parliamentary systems, but par-
liamentary involvement is important. I can tell you, I am convinced
from conversations I have had with the executive directors from
the United States and with Under Secretary Summers and Deputy
Assistant Secretary Levine, who works on the multilateral develop-
ment banks, if the executive directors from various countries voted
as it would appear to me the parliamentarians would vote, we
would be a lot further along. In many of the countries, the execu-
tive directors have voted opposite to these policies.
And to respond, Ms. Kessler, yes, the IMF is very relevant. We

have been urging our government to get the IMF to adopt an infor-

mation policy similar to the World Bank's, and that is now very
much embattled. So there is one very specific thing people can do,
communicate with the executive director representing your country.

Yes, Mr. Lester.

Mr. Lester. I think we ought to make a distinction between par-
liamentarians who have a monetary function within their par-
liament, to actually supervise these activities and therefore have a
role in the sense that they do as part of their day-to-day respon-
sibilities as a member of parliament have that function, and mem-
bers of parliament who have just a general interest but no mandate
from their parliament, in order to go back, other than to seek to

persuade their colleagues that this is a good idea.
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I think that one has to make that distinction. If we are to con-
stitute anything on a regular basis, I think we ought to reach to-

ward those who have a statutory responsibility rather than those
who do it on an informal basis, though an informal basis in any
meeting of parliamentarians is, of course, of value. There are two
other great parliamentary organizations, there is the Common-
wealth Parliamentary Association of which quite a lot of members
here are members.
Chairman Frank. We resigned from that a while ago.
Mr. Lester. You are welcome to come back. And also, of course,

the International Parliamentary Union, which again is a great as-

sembly of parliamentarians. And again the^ are persuaders rather
than those who have a specific responsibility. I think we ought to

be very clear in our minds between those who have a specific man-
datory responsibility, and those who just enjoy and want to influ-

ence their colleagues to do the right thing.
Chairman Frank. Yes, further comments on—^yes, Mr. Ohno.
Mr. Ohno. Mr. Chairman, to pick up the subject, for two, three

reasons. First, well, what we are doing right here, right now,
means that we are taking a job out of the board of directors of the
International Monetary Fund and the Bank. Well, we are saying,
doing the same thing as they are doing. That is for one thing.
And for the second, as Mr. Lester from the United Kingdom said,

our role is a little different from the role to be played by govern-
ment or role to be played by the board of directors. But it seems
to me there exists a lot of enthusiasm to push ahead the coordina-
tion or other cooperation among parliamentarians, so I would sug-
gest that this group be divided into three, four, and take up a case

study.
One grouo could go to Argentina, or wherever. The other group

may go to Thailand or Beijing and make a good case study, cmd get
together again and discuss those case studies. And then we might
be greatly enlightened, and perhaps some say to the board of direc-

tors, to the decisions of the board of directors or to the govern-
ment—^but as Mr. Lester said, we do not have mandatory respon-
sibility, so there is a limitation.
Chairman Frank. Well, I think Mr. Lester's point was that some

do have within their own parliaments a meindatory role, and others
do not. And it

Mr. Ohno. We do not have.
Chairman Frank. Right. In ours we did. Yes, Mr. Tarre.
Mr. Tarre. Thank you, Mr. Chairman.
A very practical suggestion, a very practical step for a next meet-

ing would be to share experiences about the flow of information
from government to parliaments, about the IMF, about the review
of monetary policy by the IMF and about the association between
governments and the World Bank and the IMF, what happened in
each country and what can be done in order to have information
from IMF. I think it would be truly important.
Thank you, Mr. Chairman.
Chairman Frank. Yes, Mr. Graham.
Mr. Graham. Thank you, Mr. Chairman.
Well, let's see, coming from a parliamentary tradition, all our

countries have such different traditions and where we—as you say.
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do we have a mandatory role or not? I mean, speaking for the par-
liament of Canada, we have basically the British, the same as the
Australian tradition, where really the government is the cabinet—
for example, I consider myself a back bencher of the liberal party
in power, not the government.

I am not a member of the government. I am a member of par-
liament, but not a member of the government, and that is an im-

portant distinction for us to make. And we are still coming very
much—I think parliament is starting to assert itself very much
more than it dia before. And so our parliamentary committees are

becoming more active, and probably I could persuade my colleagues
in the International Affairs Committee where I sit to take a man-
date like this on.

I think probably we would get a mandate to be actively inter-

ested in the World Bank because of the NGK) pressures and the aid

aspect to it. There would be a degree of Canadian public participa-
tion in that to a much greater level than the IMF, which is one

step removed in terms of its financial—what it is doing in the
international financial community in terms of fixing exchange
rates, and its whole mandate is so different from the World Bank
that I just wonder even if they should be two separate subjects of

conversation.
I know we talk of the IFIs as IFIs, but within this group, I think

we could all agree that they are so different that getting a mandate
to look at both of them at once might be difficult. I am just throw-

ing that out.

Chairman FRANK. Well, I think those distinctions are important,
although one of the issues that people have been exploring is the

convergence between the IMF and the World Bank as the IMF has

gotten more into structural adjustment and broader macroeconomic
questions, not simply

stabilization and balance-of-payments issues.

Let me say also I think that, while we have some mandatory
functions, I don't think any of us has a government function as you
define it. That is, in our legislative body the subcommittee which
I had been chairing until recently has to vote on the funds. We
have iurisdiction, but we are not the governance element of it.

Ana I think we are talking about people who are not part of

that—we are not looking for the ministers or junior ministers who

might be involved but for those who have parliamentary respon-
sibilities for voting the funds and for supervision, and we are nop-

ing that we can exercise some influence in that way.
I think we have had a very long day, and I would ask—I know

Mr. Langmore has been very interested and some others. Perhaps
when we break, if a few people want to sit informally and talk

about sharing some responsibilities, my sense is that most people
would be willing to participate. Not everyone is able to take it on.

But we would be glad to have a kind of informal conversation about
what the next step would be.

Let me table one subject for further discussion that we got into

some today, the question of labor standards and environmental
standards. That is a very important one, and I think frankly we
could be a very useful forum for discussing that with the range of

economies involved. And I would hope that we might be able to

give that some attention in our next set of conversations.
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With that, yes, Mr. Langmore.
Mr. Langmore. There was one other point that I meant to make

when I was mentioning the
possibility

of asking the U.N, to be in-

volved. And that is that I tnink one of the issues that has come
up today is really what are the limits to what the Bank and the
Fund should each be doing and what is the relationship of that to
the other United Nations' agencies.
And I think, particularlv in terms of what Mr. Bruno said, one

had the sense of the Worla Bank becoming a bigger and bigger and
more and more

widespread institution, ^d I ^ink that raises a
real question about whether that is appropriate and whether the
Bank should be, in fact, more than a financial lending institution
and whether the Fund should, in fact, be more than a stabilization
institution. And what is the relationship of that to the ILO, to the

UNDP, to the FAO and to the U.N. Economic and Social Council?
And I think one of the issues that really urgently requires con-

sideration by the international community is, as Mr. Graham
raised before lunch, the question of what are the respective respon-
sibilities of each of those. And that is very much on the agenda of
the U.N. The agenda of development discusses that. It is on the

agenda for the world summit for social development. And some fol-

low-up by this group on that question I think would be very appro-
priate and valuable.
Chaimian Frank. Mr. Jezek.
Mr. Jezek. Thank you, Mr. Chairman.
The experience of the Czech Parliament shows

clearly,
at least

to me, that the Parliament has a tendency to take over the respon-
sibilities of the government when there is some source of dis-

satisfaction. It is a mistake.
Here we are studying or observing the very complex hierarchical

structure of the institutions, the IMF and World Bank; and I think
that we have to avoid two possible mistakes: first, if one layer of
the structure takes over the responsibility of another, if there is a
reason for criticism; and, second, to add an additional body if some
layer doesn't function, as it is in the case of the Inspection Panel.

I think that 2 years later we will see that inspection panel
doesn't function, and we will form another inspection panel who in-

spects this inspection panel. It is a mistake. And so the work must
be done to analyze the functioning of the whole hierarchical struc-
ture and to point which layer doesn't function and to try to replace
it.

Chairman Frank. Yes, Sefior Urcuyo and then—we don't want to
interfere in the internal affairs of Costa Rica. You guys work it out.
Mr. Urcuyo. The government goes first, then the opposition.
Chairman Frank. OK Mr. Weissleder.
Mr. Weissleder. Thank you very much.
Well, I think that the idea of this meeting was to respond to dif-

ferent needs: from the net contributors to these organizations on
the one hand and, on the other hand, the net receivers of help and
funds from these organizations. That is the idea we had in mind;
and I think

tha^
as far as the continuation of meetin^^s of this kind

of group responds to that, it makes sense to meet again.
All those things could be too complicated. What do I mean by

that? I understand that the parliamentarians from governments
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who make net contributions have difficulty sometimes in making
the decisions about these contributions. Therefore, they need to

have some sort of sounding board on the other side of the world

to see if their money is well invested.

As far as we are concerned, we do have some complaints, let's

say, about the functioning of the institutions. Although, as I said

before, in my opinion, at least in our case, we are definitely better

off with their existence than without their existence. The world at

large is better off with their functioning. These meetings can help
us to make these IFIs more open and responsive to our needs.

It is my understanding that within that framework it does make
sense to have some sort of periodical exchange of ideas, exchange
of experiences, which should not be too often because I don't think

the organization will be so easy—I think we have too much other

business to deal with, as do the institutions. That is one thing I

would like to put on the table.

The other thing, even though it might be a bit controversial, and
I don't want to—I

just
want to be practical. Maybe in the future

other options may be considered, but at the initial stages I think

that the best place to meet is Washington, DC, because these orga-
nizations have their seat here. And if we move to another place,

they won't feel a strong need to be represented at a high level, so

then we will get lower-level officials, and afterwards I think it

won't be as useful for us as this meeting has been and the follow-

up could be.

So in that respect I think we still have to build experience on

this kind of meeting. I definitely share the idea of meeting, let's

say, in a year's time, probably here in Washington, for the reasons

I have given. And then the use that each of us may make of the

results of the meeting depends on each of us for the particular need
of the country.
Thank you very much.
Chairman Frank. Thanks. Sefior Urcuyo.
Mr. Urcuyo. In a very brief manner, Mr. Chairman, I share the

idea of creating this sort of informal network for the exchange of

opinions; I think it is very positive. It would be negative thinking
about creating a new organization just for the purposes of review-

ing the multilateral lending institutions. I think it is not a bureau-

cratic problem but a political one. And by the means of having a

network functioning, maybe some sort of database supporting us in

these activities, I think that we could go along with this task that

we have in mind.
At the same time, I think that the meeting has been very useful

in the sense that it has raised an awareness of these problems from

the point of view of donors, about the problems that they face in

this regard, and also from our point of view, mostly borrowers, and
the kind of problems that we have in dealing and negotiating with

these multinational lending institutions. Some of these negotiations

impact directly the effectiveness of the programs of the institutions,

and so they are directly linked with the worries from the donor

countries about the effectiveness of their taxpayers' money. So we
are in a sort of interlink in this problem. That is why I think that

the network should be useful.
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But their awareness has to do precisely another thing. I think
that we should take this new kind of awareness we have been en-

lightened here on these problems to our Congresses and raise the
discussions there, and also to the international organisms of co-

operation between parliaments. I think this is a subject for inter-

national parliamentary union, and we should take this to a Latin
American parliament, in our case, and

try
to put this subject in the

agenda of our own national Congress and of the international orga-
nisms of cooperation between Congresses.
So I think that in this regard tne meeting is very useful, and I

agpree with my government colleague for the first time in many
months in the sense that I don't think that we will need to meet
every 3 months. I think that once a year and keeping in contact

through electronic mails and other means will be enough for us.

But I entirely agree that we should keep the network functioning.
Thank you, Mr. Chairman.
Chairman Frank. Let me say I would add, too, I think clearly

the most important function here is for us to be able to get to-

gether. There is no great need, obviously, to set up an ongoing
structure. I would agree with Mr. Jezek about that.

Remember, too, that it is only when we all get together in this

way that we can have these kind of direct discussions with the or-

ganizations. Because they cannot talk to any single parliament. So
it is essential for us to constitute ourselves multinationally to have
this kind of dialogue. And I personally have found it very useful.

I am going to at this point, in the interest of all of us, adjourn
us. And then we can sit informally, and it may well be that, you
know, some of us will decide to invite others of us to another meet-
ing, and it may well be that individuals will be asked in the next

meeting to perhaps present a proposal for some sort of

interparliamentary coordination on labor standards or a proposal
involving monitoring of the Inspection Panel. I think we would be

ready at the next phase to maybe take two or three topics of that
sort, and a couple of people could present them.

So, with that, my gratitude. And I do want to thank John
Langmore for acknowled^ng the work of Dr. Sydney Key, the Staff
Director of our subcommittee, who labored long and hard, with the
assistance of other members of the staff, to do this. And I am very

appreciative
of them and to all the rest of us for a very useful day.

And we are adjourned.
[Whereupon, at 4:34 p.m., the meeting was adjourned.]
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U.S. HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON INTERNATIONAL DEVELOPMENT.

FINANCE, TRADE AND MONETARY POLICY
OF THE

COMMITTEE ON BANNNa FINANCE AND URBAN AFFAIRS

STATEMENT BY MICHAEL BRUNO
VICE PRESIDENT AND CHEF ECONOMIST OF THE WORLD BANK

NOVEMBER 21, 1994.

Honorable Chairman, Congressmen and Parliamentarians, Ladies and Gentlemen -

Let me start by stating my strong t>elief that the test of an institution's enduring viability in a

rapidly changing world is its responsiveness and adaptability to change. Having been an outsider

to the World Bank until only a year ago I would argue with some objectivity that the Bank's record in

this respect, while not flawriess, is impressive. The Bank has been at the center of the development

effort, of aid and policy advice; in reconstruction after wan in helping countries grow out of deep
inflation crises or face the collapse of communism; in fighting hunger, disease and poverty; in

investing in people; in helping integrate economies such as China or Indonesia into the worid

economy; in sponsoring global environmental initiatives; more recently, the Bank has played a

critical role in the Middle East peace process.

The issues that we are addressing today lie at the heart of the Bank's business and they

test its effectiveness in the changing conditions of very rapidly growing private capital flows

(quadmpling in the period from 1990 to 1993 to reach US$ 175 billion), increased global integration,

internal democratization processes witiiin countries, and the changing aid priorities of a post cold-

war era. While the reduction in international tensions may reduce the political incentives for aid, it

also provides a real opportunity to re-focus aid on development. There are many areas of

consensus. In my view, this reinforces the role of multilateral agencies, such as the Worid Bank -

at a time when many donors are facing fiscal constraints on ttieir aid budgets.

Development Effectiveneas. Cumulative experience over many countries and years
shows that it is domestic policy and domestic resource deployment tiiat are the key to successful

development. Foreign aid can at best play a catalyst role. Aid by its limited nature can only help

those ttiat help tiiemselves. Credible and effective refonns of tine public sector which win strong

support from ttie private sector have proven to be a key to sustained access to foreign capital flows.

Yet many low-income countries, especially in Africa, remain dependent on aid. Aid should be

forthcoming and tiie Bank can help direct it. But it must be made more effective by leading to better

polk:ies, to more efficient public sectors, and to freer, more self-reliant and entrepreneurial private

sectors.

There are ttiree important implications for \he Bank:
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Selectivity. To maximize development impact, the Bank (including IDA) should focus on
countries with commitment to economic refomi. And the nature of its interventions should follow

from a selectivity rationale; that is, they should be justified on poverty grounds, increase the

efficient supply of public goods, or help address market failures. This implies a sharper focus

on providing basic education and health, on supplying those parts of physical infrastnjcture for

which private capital is not readily forthcoming, and in implementing the series of so-called

second generation reforms conceming regulation, the environment and support for private
sector development.

Openness. We have leamed that policies matter more than projects. We have also learned

that the most critical component for successful outcomes is strong govemment commitment and
broad-based "ownership" within the country. Moreover, participation has been shown to

strengthen ownership and commitment of govemment and stakeholders. This means building
effective coalitions, being more open and knowing how to manage partnerships effectively, and

being more conscious of the need to demonstrate the cost and benefits of policies and

programs to those who are affected by them. Thus the importance of "disclosure." We
recognize and endorse the fundamental significance of accountability and transparency in the

development process. And as such we ourselves should seek to be open about our activities.

The Bank has made progress in this direction, for example in opening the Public Information

Centerand in making available to other interested parties many documents that where hitherto

only accessible to clients, the board and staff (see the first annex for more detail). Personally, I

think we should continue to make progress in this direction and I support the efforts underway.
This brings me to an important complementary implication.

7776 Bank's non-lending services. In a world of increased private capital flows as well as greater

openness the Bank will in my view also need to give more and more emphasis to the

contribution of its non-lending services. The Bank should gradually shift the balance of its

actions from the direct provision of money to its complement - the propagation of ideas.

Drawing on its global development experience, the Bank is uniquely placed to play a critical role

in disseminating the lessons of success and of failure, in working with clients to move from the

what to the how, and in bridging the gap from policy fonmulation to institutional design. The
Bank can also help governments to "package" and "deliver" development services provided by
others. By selecting and leveraging its own activities to "bring in" other players, the Bank can

enhance its role as a "knowledge-based" institution, f^oney and non-lending services usually

go together. However, this need not always be the case. Flexibility will be needed to provide

non-lending services in an increasing number of countries which want to draw on our

knowledge but no longer need our money or cannot use it effectively. In some circumstances,

the Bank might want to consider charging for its services, to avoid crowding out private

information flows and also to expose itself to competition in the area of advice, just as it does for

money.

Poverty Reduction. Some of the principles that I have outlined eariier are applicable in the

most important area of Bank work: poverty reduction. Despite the considerable improvement in the

lives of people in the developing worid, reducing poverty remains our greatest challenge. In far too

many countries, children have a greater chance of going hungry than of going to school. From our

work, one key lesson can be distilled: the strategic framework to reducing poverty must consist of

two central, mutually reinforcing elements: (1) economic growth and (2) investment in people.
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One without the other is not enough. Support for social safety nets, to protect the poor and other

vulnerable groups, can also be important during a period of adjustment.

Without growth, all we are talking about is how to share poverty, not about how to reduce it.

No country has managed to reduce poverty without sustained economic growth. The evidence for

that across many countries and over long periods of time is overriding. But while we can find no

case in which the benefits of growth for the poor were offset by a deterioration in inequality, the fact

remains that some patterns of growth clearly benefit the poor relatively more than others. The most

favorable pattern is latror-intensive growth, which allows the poor to make use of their major asset-

their labor. This, however, must be complemented by investment in people. The availability of good

quality education, health, nutrition, and family planning services improves the living standards of the

poor. The World Bank has targeted an increasing share of its lending to these activities. Indonesia,

Malaysia and Thailand achieved growth rates on the order of 6 percent, and also provided for

adequate social spending. They have achieved near universal primary school education and their

infant mortality rates are lower than those of many countries with similar incomes. Brazil and

Pakistan also had positive growth rates, but did not significantly improve their social indicators.

Brazil has one of the highest mortality rates for children under 5 among middle income countries,

while Pakistan has one of the lowest rates of primary school enrollment in the world.

The most difficult challenge facing us is Sub-Saharan Africa, the region with the highest

percentage of people in absolute poverty. The Basik's recent Adjustment in Africa Study has shown

that, even in Africa, better macroeconomic policies lead to stronger growth. But it also found that

most African countries still have poor macroeconomic policies. And social policies are still not

suffidentiy oriented towards the provision of basic services. We find countries that spend much
more on subsidizing their public enterprises than on education or on health. Rattier than

abandoning adjustinent, ttie challenge is to pursue economic refomns, including a reorientation of

public expenditure programs in support of basic sendees, to get the rapid growth needed to reduce

poverty in a reasonable time frame. Put simply, the failure to adjust and tiius to grow is what really

hurts ttie poor. This ties us back to ttie issue of selectivity and ttie importance of government
commitment and participation.

Laborand Environmental Standards. Rnally, let me address briefly ttie issue of standards. It is a

basic fact of devetopment that labor and environmental standards tend to rise as countries get

richer. Thus it is wrong to set standards on wages, to attempt to enforce in ttie South ttie same
environmental conditions of ttie Northern countries, to assume ttiat poor countries would give equal

priority to ttie problems of global warming and wori<ers rights. The formal legal and regulatory

framewori< may or may not be relevant to actijally getting "better" standards in the sense of

improved wages, security, ttie quality of the environment and ttie wori<ing conditions.

Experience shows that development is in general ttie most powerful mechanism for raising

standards: As incomes rise households demand better standards and twth households and

societies can afford to pay for ttiem. In general appropriate guidelines for standards are therefore a

function of ttie income level: ttiis is deariy the case for wage levels, probably the case for many
forms of wori<ing and environmental conditions and is arguably the case for some forms of child

labor (e.g. working on the farm after school). Thus, reforms which promote economic growtti in the

developing worid will also help to improve woridng conditions and provide a better environment.

Similarly, ttie evidence supports ttie argument ttiat shifts towards greater openness to trade and
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capital flows for a given country tend to promote better rather than worse environmental

performance.

There can be no doubt that growth inducing reforms and trade liberalization in

particular brings long run environmental as well as economic benefits, many of them benefiting

labor. At the same time there is also room for targeted complementary interventions - as for

poverty reduction -- to achieve desired policy outcomes.

My opening oral response to the questions raised was of necessity rather general and brief.

My written statement includes three annexes with additional detail - and, of course, I will be glad to

respond to your questions. Providing effective development services is a difficult and sometimes

controversial business. The Bank has leamed a lot and has built a considerable expertise; it has

remained responsive and adaptive. We certainly can
~ and wi-^h to - learn from your views. Thank

you.
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Issue 1: Make the Bank a more open institution with newpolicies andprocedures for

dlscktsure of Information.

A critical element in continuing to pursue a more responsive, agile and leaner institution is the

issue of openness. This means that the Bank will listen more to others, be more open to partnerships
and be more conscious of the need to demonstrate its value to its shareholder countries. Thus the

importance of 'disclosure*. The Worid Bank believes that the sharing of information is essential for

effective and sustainable development. It stimulates debate and broadens understanding of

development issues, and it facilitates coordination among the many parties involved in development.
The Worid Bank's experience cleariy indicates that the quality of operations benefits when staff and

govemment officials consult and share information with participants in development programs.

The Worid Bank's policy is dear we recognize and endorse the fundamental importance of

accountability and transparency in the development process. We seek to be open about our activities

and welcome opportunities to explain our woric to the widest possible audience.

As a development organization, tiie Bank wishes to stimulate debate and broaden

understanding of development, to facilitate coordination with our partners
- govemments and other

institutions - and to help create and nurture public support for activities which promote economic and
social progress in developing countries. To ttie same end, it makes the results of its research available

to the development and academic communities and brings tiie lessons of its experience to policy

makers and development practitioners.

Dissemination of information to local groups affected by projects supported by the Bank,

including non-governmental organizations, will facilitate the participation of these groups in Bank-

financed projects, and is essential for tiie effective implementation and sustainability of the projects.

Experience -
including Uiat carefully collected over many years by the Bank's independent evaluation

unit, has demonstrated that consultation and sharing of information with affected parties, partners, co-

financiers and groups and individuals with specialized knowledge of development issues help to

enhance the quality of Bank-financed operations.

Although the Bank's relationship of trust witti its borrowers rests on the institution's ability to

maintain the confidentiality of certain types of information, in the past considerable information held by
the Bank has been available without restriction through a variety of Bank publications and documents.

The Bank has, however, with the full approval of its Board representing its 1 78 member govemments,
recentiy further broadened tiie scope of information about its activities that it makes publicly available.

As a major step to increase access to the Bank's information, in January 1994 the Bank

opened a Public Information Center that responds to requests from interested parties for a variety of

documents, ranging from staff appraisal reports and environmental assessments to descriptions of

individual projects under preparation. Information is available at the Center in Washington and through
Bank offices in London, Paris Tokyo and through other field offices. In order to further increase easy
access to Bank information, interested parties can use tiie Internet computer networi< to access project

infomiation and to view (and order) the tities of all Bank documents available on request, as well as the

abstracts and entire texts of selected documents.

Among the documents now available are:
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• A new project information document for all projects under preparation. The document provides

substantially more Infonnation on projects
~ at an early stage

- that has hitherto been available. The

availability of this information will allow interested parties to raise substantive questions and concerns

at an early stage.

• Staff appraisal reports
~ once the project concemed has been approved by the executive board.

The availability of these documents is expected to help increase participation during project

implementation by those affected by the project.

• Country economic and sector work (CESW). Although many CESW reports were being published

after government concun-ence, there is now a presumption that all these reports will be made available

to the public. The Bank will continue to consult with the governments concemed to insure that

confidential information is protected.

• Environmental assessments. Public availability of environmental assessment reports and

analyses
- before project appraisal

- was expanded to include, with the borrower's consent,

assessment reports and analyses for all IBRD projects, thus unifying Bankwide policy on the issue.

Environmental assessment reports of IDA projects are available since July 1993.

• Summaries of evaluation reports, prepared by the Bank's independent Operations Evaluation

Department, are included in the expanded list of public documents.

• Legal opinions prepared for the Executive Board, access to which had been restricted under the

rule of confidentiality of board proceedings, may now be made publicly available by decision of the

board on a case-by-case basis.

The project information documents and environmental data sheets are available woridwide free

of charge. Documents on a country where there is a Bank field office are provided free of charge at

that office; residents of a country without such an office may obtain documents on their own country

free of charge through the Public Information Center in Washington. All other documents carry a

standard charge of $15.

It should also be understood that the Bank is prepared to move beyond these steps on a case-

by-case basis. Thus, if an interested party requests more technical information about a project on

which the Bank is wori<ing, the Bank's Country Department Director responsible may release factual

technical documents after consultation with the government concemed.

Inshort, the Bank is committed to increase the flow of information about its wori< in order to

strengthen the effectiveness of development projects and programs and to enhance public

understanding of development issues. We encourage our member governments to be as open as

possible for the same reasons, especially as this will enhance the opportunities for popular

participation in the development process. We hope that this example will further encourage other

organizations and groups to become more open themselves.

The Inspection Panel. An independent Inspection Panel, which receives and investigates

complaints that the Bank has not followed its own policies and procedures, was established in April

1994 and has been operational since September. The panel complements the Bank's existing

systems for quality control in project preparation and implementation. As such, it will help the

Executive Board in its govemance of the Bank and will not affect the president's accountability to

Executive Directors for the management of Bank operations. The panel is functionally independent



87

Mr.BnjrvysStalement,November21, 1994, page?

and reports directly to the Bank's Executive Board. An investigation by the panel must be

requested by a group of people adversely affected by a particular Bank project. After the Bank's

Executive Directors have considered a request for inspection, the Bank will make publicly available

the request for inspection, the panel's recommendations on the request, and the Executive

Directors' decision on whether to proceed. The Bank will also make publicly available the panel's

report on its investigation and the management's response to it. In addition, the panel's annual

report to the Executive Board will be published by the Bank. The panel is part of the Bank's policy

of improving project implementation, accountability, and openness.
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Issue 2: The appropriate roles of the Worid Bank in the development process and an
evaluation otitis effectiveness, especially with regard to alleviation ofpoverty.

The ultimate objective of development is to reduce poverty and improve living standards

through sustainable growth and investment in people. The World Bank supports this objective by

providing a range of lending and non-lending services (e.g., policy advice, aid coordination) to its

client countries. The main text discusses the changing role of the Bank and our approach to

poverty reduction.' This annex provides more details on the evaluation of the Bank's operations,

and actions being taken to improve the Bank's efficiency and effectiveness.

Independent evaluations of the World Bank's projects and programs are provided by the

Operations Evaluation Department (OED). These evaluations focus on the projects' actual or

potential development impact. In recent years, about two-thirds of all evaluated projects have been

rated as satisfactory.^ This means that they achieved most of their major goals and attained

adequate benefits relative to costs. Many of the projects rated as unsatisfactory still achieved

positive rates of retum. They delivered many if not most of the benefits to the intended

beneficiaries. Of the poor performing projects, a significant number were affected by unforeseen

disasters such as wars, droughts and major external shocks. For a development agency in an

inherently risky business these are good results. But this is no reason for complacency. By

leaming from experience and improving our own priorities and processes, we continuously aim to

do better.

What determines project performance? At the country level, recent studies point to two

basic lessons:

• Rrst is the importance of borrower ownership. A recent OED study on adjustment programs
identified four key aspects of ownership: the locus of initiative, the level of intellectual conviction,

expression of political will, and efforts toward consensus building.^ The study then rated 81

completed adjustment operations in terms of these criteria. For almost three quarters of these

operations, ownership was correlated with program success. The challenge now is to find more'

systematic ways to evaluate ownership ex ante, as an input into our country dialogue and lending

decisions.

• Second is the importance of sound domestic policies. A background study for the 1 991

WDR looked at the links between good policies
- In temns of low trade distortions, currency premia

and fiscal deficits - and the ex post economic rates of retum (ERRs) on 1200 Worid Bank and IFC

projects.^ The results are striking. By every measure, ERRs are highest in undistorted mari<ets,

and lowest in distorted mari<ets. On average, ERRs in an undistorted policy climate are at least 5

'a fuller description of recent Bank actions in the area of poverty reduction can be found in Poverty Reduction and ttie

Worid Bank Progress in Fiscal 1994 (forthcoming).

'See Annual Review of Evaluation Results 1992 .October 13,1993.

^See Johnson and Wasty "Borrower Ownership of Adjustment Programs and the Political Economy of Refomi," World

Bank Discussion Paper No. 199, 1993.

'See Worid Devekjpment Report 1991: The Challenge ofDevelopment pp. 82-84 and technical note to Chapter 4.
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percentage points higher than in a distorted climate. This reinforces the importance of tackling

policy distortions through our policy dialogue and adjustment operations.

Aid donors also have a role to play in improving the efficiency and effectiveness of their

intemal business practices. For the World Bank, these issues were addressed in the Report of the

World Bank's Portfolio Management Task Force, commonly referred to as the Wapenhans Report.^
The Report - endorsed by the Bank's Management and the Board -- laid out a comprehensive
program to improve the Bank's development effectiveness. The principal recommendations were
to:

link country portfolio performance to the Bank's core business processes;

provide for more active project and country portfolio restructuring;

improve the quality of projects entering the portfolio;

define the Bank's role in, and improve its practices of project performance management;

enhance ex post evaluation and re-focus it on sustainable development impact; and

create an intemal environment supportive of better portfolio performance management.

Now, two years later, a program of actions to implement these recommendations is well

underway.® The Next Steps program includes a total of 87 distinct operational, institutional,

management and personnel tasks. In addition, the Regional and Central Vice Presidency Units

have taken a range of other actions dealing with areas - such as govemance issues and
resettlement practices

- which are not specifically included in the Next Steps program but are an

integral part of improving the Bank's portfolio management. Increased attention is also being given
to issues of borrower ownership and disclosure, as discussed above. However, despite the

progress made, it is still too early to assess the impact of the reforms on the quality of the Bank's
loan portfolio and, most importantly, on results in the field. Only over the next few years will the

Bank be able to measure the full effects of the measures taken. In the meantime, concerted efforts

to maintain the cun-ent momentum and commitment to change will be required.

'
See Effective implementation: Key to Development Impact, Report of the World Bank's Portfolio Management Task Force,

September 22, 1992.

*See PorVolk) Management Next Steps
- A Program ofActions. July 26, 1 994.
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Issue 3: The relationship of multilateral development assistance to differing national lalMr

and environmental standards.

The issue of standards is controversial and charged. In some instances the objectives

implicit in standards are desirable ends. For national governments there are a number of areas

where domestic public action is justified to support the rights or conditions of workers, to protect the

environment for current and future generations. And national govemments will inevitably take a

dose interest in the standards adopted by other countries. In the labor field, almost all societies

value increased income security, improved safety at the woricplace and higher wages. Most treat

the elimination of child labor outside the household and farm, and the right of workers to associate

and undertake collective action as fundamental objectives. As an indicator of the latter, the relevant

ILO conventions are amongst the most ratified.

The Worid Bank recognizes these objectives as desirable ends of development. In most

cases, however, it does not consider them to override automatically other objectives of

development, of which the most important is the reduction in poverty through the expansion in

opportunities, capabilities and incomes of the poor in the worid. It is a basic fact of development
that labor and environmental standards tend to rise as countries get richer Thus it is wrong to set

standards on wages, to attempt to enforce in the South the same environmental conditions of the

Northern countries, to assume that poor countries would give equal priority to the problems of

global warming and wori<ers' rights. The formal legal and regulatory framework may or may not be

relevant to actually getting "better" standards in the sense of improved wages, security, the quality

of the environment and of woridng conditions.

The major mistake that many govemments have made is in pushing overiy high standards

before they could be afforded-the Indian labor code was designed as a model labor code from the

perspective of (Fabian) labor thinking at the time of Independence, but was relevant to only a small

fraction of the labor force. The principal effect is to help a few insiders at the expense of outsiders,

who remain unaffected by such legislation. Outsiders lose because of lower labor demand in

formal sector jobs, and sometimes implicit redistribute transfers from outsiders to insiders (e.g.

when pension schemes have to be bailed out by general taxes). Public action will often make

sense, but not necessarily via legislation. Child labor is an example. Simply legislating against child

labor (as many countries do) goes against the fundamentals of poor households deciding to put

their children into wori< to reduce their poverty; it is also tough to enforce. The fundamental

solution-reducing poverty-takes too long: a good strategy is likely to involve a mixture of higher

subsidies to education with concentration of scarce enforcement capability on egregious cases,

such as indentured labor and child prostitution.

All the evidence, both from the experience of individual countries and across samples of

countries, shows that demand for employment regulations and environmental quality is strongly

linked to income. Thus, reforms which promote economic growth in the developing worid will

increase the demand for better wori<ing conditions and a better environment. It will also increase

the capacity of countries to finance more comprehensive social benefits and costly environmental

projects beyond the substantial opportunities for enhancing latxjr standards and environmental

quality at negative or zero economic cost.
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Similarly, the evidence supports the argument that shifts towards greater openness to trade
and capital flows for a given country tend to promote higher productivity (hence, wages), better

rather than worse working conditions for labor and improved environmental performance. There

may sometimes be pressures pointing towards 'a race for the bottom' in specific industries.

However, across the full range of industries technological change over the past 20 years has
tended to demand higher skills, more sophisticated forms of latwr-management relations, reduced

inputs of natural resources, energy, water and other materials per unit of output. It has also led to

tower emissions of many pollutants. A substantial proportion of the injuries to workers and of the

discharges from many industries in the developing worid are the result of poor operating practkses
and maintenance. This is not a matter of a deliberate trade-off between standards and costs, but
rather pure inefficiency flowing from distorted incentives and weak industrial management.
Integrating such industries and economies into worid maricets (a) gives them access to information,

technologies and expertise, (b) con-ects short and long term incentives, and (c) provides

management skills linked to capital flows. All of these lead to immediate and continuing

improvements in labor and environmental perfomiance.

Examples of such changes are to be found in all of the Bank's regions. Mari<et liberalization

in Latin America is having a profound effect on both productivity and environmental performance in

the mining sector in Chile, Peru and Bolivia or on manufacturing industries in Argentina, Brazil and
Mexico. There are similar large differences between export-oriented textile Anns and those which
focus on protected domestic mari<ets in India and Indonesia. The transition in Central and Eastern

Europe is beginning to generate economic and environmental benefits in many countries from

Bulgaria to Poland as enterprises are privatized or simply allowed the freedom to respond to

commercial incentives.

There can be no doubt that growth inducing reforms and trade liberalization in particular

brings long mn environmental as well as economic benefits, many of them benefiting labor. When
incentives are distorted - by subsidies or ill-defined property rights

- the short run impacts can be
more equivocal. The question is whether an insistence on labor and environmental standards as a

part of trade agreements can help to correct these problems. In almost all cases the answer is

clearly no. The major problem in most countries is an institutional one. They simply do not have
the human and other resources required to implement and enforce the kind of standards adopted in

the rich countries. Even if an extemal set of standards (or technologies) were introduced, there is

little prospect that they would have the intended effect. For example, in the case of environmental
standards in Mexico, the problem was not one of regulations or technology, but rather one of

enforcement and operating practices.

Most important, such a linkage between national standards and multilateral trade

an^ngements carries the risk of high-jacking by protectionist interests in relatively rich countries.

These protectionist lobbies certainly exist and are likely to grow over the coming decade, but there

are better ways of compensating potential losers from intemational ti-ade in domestic policies.

Where some public intemational role is justified tills is best left to official diplomatic efforts.
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It is a pleasure for me to be here and participate in your
deliberations on the role of the International Monetary Fund. As

demonstrated in the many seminars and conferences organized this year on the

occasion of the fiftieth anniversary of the Bretton Woods conference, this

is a very broad topic indeed. Accordingly, and given the time constraint, I

am grateful that the organizers of this gathering have asked me to discuss

three aspects in particular. Slightly reorganized, they are: first, on-

going efforts to increase the openness of the IMF's activities; second, the

role of the IMF in the development process; and third, the relationship of

multilateral development assistance to poverty alleviation as well as

differing national labor and environmental standards.

To analyze these Issues, particularly openness, it is important to

understand how the Fund operates and makes decisions. I will therefore

start by briefly describing the objectives of the IMF and its institutional

structure.

1. IMF: Objectives and Structure

The Fund was established in 1944 by delegates of 44 nations gathered at

Bretton Woods in New Hampshire. Its membership has grown steadily and, with

the entry of the republics of the former Soviet Union, now totals 179

countries. Its basic objectives, as set out in its Articles of Agreement- -

and it is striking how much the day-to-day life of the Fund is guided by the

Articles --include promoting International monetary cooperation, facilitating
the balanced growth of international trade with a view to achieving high
levels of employment and prosperity worldwide, and assisting member

countries to deal with balance of payments difficulties.

The highest dec is ion-making body in the Fund is a Board of Governors,

composed essentially of ministers and central bank governors from each of

the member countries. The Board of Governors meets annually; this year's
Annual Meeting took place in Madrid in October.

The Fund's operational decisions are taken by a resident Executive

Board composed of 24 Executive Directors and chaired by the Managing
Director. The 24 Executive Directors represent the 179 member countries.

Executive Directors for eight countries, among them the United States,



93

represent only that country, and are appointed by It. Other countries are

grouped into constituencies, each of which jointly elects an Executive

Director, who then speaks and votes for the countries. Executive Directors
are typically from the Treasury, Finance Ministry, or Central Bank of their
countries .

The Executive Board meets regularly, typically two to three times per
week, to consider a wide range of topics. These include;

• the Article IV consultation - -an annual examination by the staff of
the economic and financial situation of each member, and an
assessment of its exchange rate policies, undertaken in
collaboration with the authorities of that country;

• use of Fund resources - -member countries' requests for financial
assistance from the Fund under its various facilities to support
governments' economic adjustment and reform programs;

• policy issues of systemic importance to the world economy - -such as

developments in the world economy, international trade, the
international financial system, financial flows to developing
countries, the international debt strategy, etc.; and

• aspects relating to the operational strategy and management of the
r'und itself.

The Article IV consultations and the discussions on the international

economy are part of the work that the Fund describes as surveillance , to
which we give heavy emphasis. The surveillance process involves Board
discussions of Fund staff's reviews and analyses of individual economies and
the international monetary system. The Fund's Board of Governors and the
Executive Board are uniquely placed to serve as fora in which the Fund's
almost universal membership can discuss policy matters of mutual interest,
and in which the experience of the Fund staff can be called upon by member

governments as they consider developments in other countries and the world
economy.

There are also regularly scheduled reviews of the effectiveness of the
Fund's activities. Specifically, the Executive Board evaluates the Fund's
role in the area of surveillance, the Impact of the economic programs
supported financially by the institution, and the contribution of its
technical assistance to member countries' growth and development efforts.

It Is through the Executive Board and the Board of Governors that the
Fund is accountable to its member governments. All Fund decisions are made

by the Executive Board, or the Board of Governors, under a system of

weighted voting, according to rules set out in the Articles of Agreement.
Executive Directors act as the conduit to the members that appointed or
elected them, and report directly to, and are in constant touch with, the
national authorities. The decisions of the Fund are the decisions of its
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membership , and so reflect the deliberations of all 179 members; this fact
is fortified in practice, because the management and staff of the Fund work

very closely with the Board on a day-to-day basis.

2. Disclosure of Information

As you can imagine, there is ample documentation that provides the
basis for Board discussion and decision taking. This documentation is

prepared by IMF staff, and is submitted to the Executive Board after
internal reviews and approval by management. Fund procedures involve a

normal circulation period of 3-4 weeks as a minimum- -i .e . , subsequent to the
issuance of the documentation and prior to its consideration by the Board- -

to allow for transmittal to national capitals and for review by member

governments .

All Board documents- -which means the dociimentation for and of all
decisions and recommendations of the IMF- -are automatically available to

member governments through their Executive Directors. The distribution of
these documents within each government varies from country to country,
reflecting each country's established procedures.

The Fund also plays an important role in disseminating Information to

the public at large through its regular and ad hoc publications; reflecting
the international character of the institution, several of these are
available in different languages. Thus, the Fund publishes a comprehensive
collection of macroeconomic data, including the International Financial
Statistics . which I found invaluable for analyzing economic policy issues in

my previous life as a university professor. It has regular publications
analyzing developments in the international economy, the most important
being the six-monthly World Economic Outlook (the WEO) ,

as well as the

Annual Report . In addition to books and periodicals, the Fund publishes
regular studies on specific areas such as international capital markets,

financing for developing countries, and international trade and payments.
On-going research is made available in the form of working papers. Finally,
through its public affairs activities, the Fund maintains a continuous and

open dialogue with non-officials , labor unions, NGOs and others.

The IMF maintains contact with the press and broadcast media of its

member countries. Press Releases and News Briefs (about 100 a year) are

issued whenever the Executive Board approves financial assistance to support
the economic program of a member country, or wishes to inform the public of

other Board decisions. The Managing Director convenes press conferences
from time to time to explain major policy initiatives approved by the Fund,
or to set out the Fund's views on issues confronting the world economy.

Despite the increasing openness reflected in this broad range of

publications and other contacts with the public, the Fund has been pushed in

certain quarters to be more open. This has involved, in particular,
requests to make public the documentation relating to the Fund's Article IV

consultations and country specific lending operations. These documents are
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available to governments; the issue is whether they should be published and

made available to the general public.

That is an issue for the member governments of the Fund, operating

through the Executive Board, to decide. In this context, the Executive

Board agreed recently that the background reports on individual countries

(known as the Reports on Recent Economic Developments . or REDs) will be

available to the public unless the particular member objects. The Executive

Board has also encouraged countries undertaking structural adjustment
programs supported by the Fund to release their Policy Framework Paper,
which is prepared by the Government in consultation with the Fund and World

Bank. Some countries hav£ also released their Letter of Intent accompanying
their request to the r.uid for financial assistance; these letters, which are

the property of the gcvemment submitting them, outline the economic

adjustment and reform measures that the government is committed to implement
in the context of a Fund- supported program.

Executive Directors are scheduled soon to review the issue of openness.
In particular, they will discuss the possible publication of Article IV

consultation documents, and the possibility of opening the archives, on a

basis to be agreed upon, presumably consistent with the practices of member
countries. With respect to Article IV papers, the issue will be whether the

Board will vote to allow governments that want to publish the Article IV

consultation to do so. Several countries have indicated their willingness
to publish, while others are concerned that publication would inhibit the

frankness of the discussions between the Fund and the member country that

form the basis for the Article IV consultation.

There is Indeed quite likely to be a tradeoff between publication of

Article IV documentation, and the frankness of the discussion that the Fund

staff will be able to have with some member governments. The precise terms

of the tradeoff will differ from country- to -country depending on the policy-

making tradition and degree of openness in that country, and the Executive
Board will reach a decision that is based on their evaluation of that

tradeoff.

3. The Role of the Fund in the Development Process

The role of the Fund in the development process of member countries
starts from a well accepted premise- -namely, that a stable macroeconomic
environment is essential for sustained high economic growth, economic and

social development, and poverty alleviation. The Fund's approach recognizes
that stabilization is necessary but not sufficient for growth, and therefore
also encourages structural reforms in the fiscal sector, trade and foreign
exchange markets, the financial sector, the labor markets, and domestic

goods markets that have a longer term as well as a stabilization focus.

In order to promote the adoption of the necessary economic and
financial policies, the Fund maintains a regular macroeconomic policy
dialogue with all its member countries, through the Article IV consultation
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and at other times. It also provides technical assistance with a view to

strengthening the national institutions and human implementation capacity
that are at the heart of rapid development and economic growth. Finally, it

provides financial assistance to member countries in support of their

implementation of appropriate economic and financial policies. At this

time, the Fund has approved or is in the process of discussing financing
arrangements for 112 countries.

By providing loans, the Fund helps member countries maintain imports
and thereby reduce consumption and investment less than they would otherwise
have to when adjusting to the impact of external shocks or past policy
mistakes. The Fund also helps borrowing members by mobilizing financing
from other official creditors and the domestic and external private sector.

In the past, the Fund has been accused of having a uniform- -or one size
fits all- -approach to programs. While there are certain fundamentals in

bringing macroeconomlc stability, such as ensuring that budget deficits can
be financed with the available resources, and that excessive inflation is

bad for growth, Fund programs in practice vary widely from country to

country. In recognition of the diversity of country circumstances, the Fund
has also evolved a range of lending facilities. These include those with a

short-term stabilization emphasis and others with a longer term

stabilization/structural reform emphasis.

Fund loans are made from a pool of resources maintained by the
institution on the basis of member country contributions, or quotas. These
contributions are related to the economic strength of the member countries,
as reflected primarily in the size of GDP, but reflecting also the history
of the Fund and other special circumstances. Loans are based on a set of

policy measures the member agrees to take- -Fund conditionality- -with the

goal of strengthening their economies, thereby also enabling them to return
the borrowed resources to the pool.

A key goal of the financing provided under the Fund's various
facilities is to ensure that the funding is consistent with the borrowing
member's viability- -that is, with its ability to sustain high economic

growth and financial stability. Recognizing the difficult situations faced

by low income developing countries, the Fund introduced in the 1980s highly
concessional lending facilities. The most important of these today is ESAF,
the Enhanced Structural Adjustment Facility. The favorable lending terms on
ESAF loans (including an annual interest rate of 0.5 percent) have enabled
the Fund to support low income countries' adjustment and reform programs
without aggravating their debt and debt service situation.

A final aspect worth mentioning here is the Fund's ability to respond
quickly to developments of a systemic nature that adversely impact
countries' economic development efforts. In recent years this has included,
inter alia, helping countries deal with the debt crisis and alleviating the

impact of higher international prices and disruption in demand resulting
from the 1990 Gulf crisis.
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4. Poverty Alleviation. Environmental Standards and Labor

The primary manner in which the Fund contributes to poverty

alleviation, employment creation, and reversal of environmental degradation
is by supporting the sustained implementation of appropriate macroeconomic

policies- -through policy advice, technical assistance, and financing.

Indeed, there is now widespread acceptance that a sound macroeconomic

environment is an essential component to an integrated economic and social

development strategy. But because it is not sufficient, the Fund has

supplemented its approach with targeted efforts in consultation with other

International and regional institutions.

Fund advice, technical assistance, and financial support seek to ensure

appropriate emphasis on social sectors within the overall macroeconomic

strategy. Accordingly, in discussing the structure of the budget and

structural policies, attention is paid to social sector issues, especially
in such areas as health and education. Since reform programs often involve

major structural changes, emphasis is also placed on the adequacy of social

safety nets in the process of transition. These include unemployment
insurance, job retraining schemes, and well- targeted welfare expenditures.
The Fund's Fiscal Affairs Department provides technical assistance in

support of these reforms.

The nature of the Fund's basic work means that it has to rely on other

institutions for much of the research and policy recommendations relevant to

member countries' environmental protection and aspects of labor markets.

Nonetheless, in recent years the Fund has increased its work on both of

these issues .

We have started to compile Information on member countries'

environmental strategies ,
with a view to improving our understanding of the

interactions between macroeconomic policies and the environment. In this

context, the staff also collaborates with other institutions such as the

World Bank and the OECD in analytical work on environmental issues,

including the proper accounting for the environment in the specification of

national account data. In May 1993, the Fund hosted a conference on the

relationship between macroeconomic policies and the environment, bringing

together IMF staff, academics, and 20 leading environmentalists representing
non- governmental organizations from a range of countries. In November 1993,

the staff reported to the Executive Board on progress that has been made in

integrating environmental considerations into the work of the Fund.

The Fund also discusses' with member countries issues relating to labor

policies. In many cases we discuss with governments and, sometimes, with

labor unions, options for the protection of minimum living standards and

safety nets and, more generally, improving the functioning of labor markets

with a view to sustained employment creation. In recent years, the Fund has

built up its contacts and cooperation with a variety of organizations
dealing with labor issues, including the International Labor Organization,
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the International Confederation of Free Trade Unions, and the World
Confederation of Labor.

5. ConcludHg ^.nml^pn^B

The International Monetary Fund prides itself on being responsive to

the changing needs of its member countries. In the fifty years of its

existence it has grown and evolved, developing new approaches and facilities

to deal with new challenges. It maintains intensive policy dialogues with

most of its member countries, gives wide ranging technical assistance, and

provides financial assistance in support of adjustment and reform policies.

Due to the structure of the Fund, its contribution to the international
economic system is more than the sum of its country-specific activities.

The Fund provides a unique and invaluable forum for international
deliberations on a range of economic and financial issues --issues that are

key to countries' abilities to meet their economic and social development
potential.

The Fund's overall work program, as well as specific decisions, are the

outcome of the deliberations of its member countries through their Executive
Directors. This structure has demonstrated its ability to evolve with the

times and respond to emerging challenges while meeting its basic objectives
of promoting international cooperation, trade, and growth and employment in

individual countries. I an confident that it will continue to do so.
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THE INSPECTION PANEL

World Bank-supported projects are designed to meet the Bank's high standards and objectives: to promote

sustainable development and reduce poverty. This is achieved in the majority of these projects. However, any group

of individuals directly and adversely affected by a Bank-supported project or projects can now ask an independent

Inspection Panel to investigate complaints that the Bank has failed to abide by its policies and procedures.

The Panel was established by the Bank's Board of Executive Directors to ensure that the Bank follows its own

operational policies and procedures.

Panel Membership

The Panel consists of three members who were appointed by the Executive Directors in April, 1994 on the basis of

their knowledge and experience of development and their ability to deal thoroughly and fairly with complaints.

(Brief biographical information on the Panel members is attached.)

After the first appointments, which will be staggered, each member will serve one term of five years. Members will

be nominated by the Bank's President and appointed by the Executive Directors. The President also appointed an

Executive Secretary for the Secretariat of the Panel in consultation with the Executive Directors. The first

chairperson of the Panel is Mr. Emst-GUnther BrOder. Every year the Panel members will select a chairperson from

among themselves.

The Panel's Role and Procedures

The Panel's fiinctions and authority are dictated by the International Bank for Reconstruction and Development

("IBRD") and International Development Association ("IDA") Resolutions that established the Panel and the

Operating Procedures which were adopted and approved by the Panel in August 1994. A brief summary of the

Panel's procedures follows:

The party requesting an investigation must be a group of people such as an organization, association or society.

The group must be affected by the project which it wants investigated and be in the territory of the borrowing

government. This group may present requests either directly or through local representatives. In exceptional

cases, the Executives Directors may accept non-local representation for groups affected by Bank-fmanced

projects. In special cases, an individual Executive Director also may ask the Panel to conduct an investigation

and, of course, the Board can instruct the Panel to conduct an investigation.

The party with a complaint has to show that its rights or interests have been, or are likely to be, adversely

affected directly by an action or omission of the Bank in violation of the Bank's policies and procedures. The

alleged failure can relate to the design, appraisal and/or implementation of the project, including where the Bank

is alleged not to have pursued a borrower's obligation under a loan agreement.

But before the case is heard, the Panel must be persuaded that the issue has been brought to the attention of the

management and that the Bank has not followed or is not taking adequate steps to follow Bank policies and

procedures; and that the alleged violation by the Bank is of a serious character.

The Panel may investigate either loans made by IBRD or credits by IDA.

An affected party's request for inspection must be made in writing. The request should set out the relevant facts,

including information about the harm suffered or threatened by the Bank's alleged action or omission, the nanire

of the alleged action or omission, what has been done to bring the issue to the attention of the Bank's

management, and the management's response.
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After receiving a request for inspection, the Panel's chairperson promptly informs the Board and the Bank's

president of the complaint. The management then has 21 days in which to give the Panel evidence that it has

complied with the relevant Bank policies or procedures, or that it intends to do so.

The Panel in turn has another 21 days in which to decide whether to recommend to the Executive Directors that

an investigation be carried out. The Panel has to consult the Executive Director representing the country in

which the project is located before making a recommendation on whether to investigate. The affected party has

to be told of the Executive Directors' decision within two weeks of it being made.

If the Executive Directors decide that a request should be investigated, the Panel chairperson appoints one or

more members to have primary responsibility for conducting the investigation. After taking the nature of the

investigation into account, the Panel lays down how long the investigation should take.

In carrying out their investigation, Panel members have full access to all pertinent Bank records and staff and

can consult the Director General, Operations Evaluation Department (OED) and the Bank's Internal Auditor.

(OED examines and reports on the outcome of projects financed by the Bank after their completion.) The

Executive Director concerned must also be consulted during an investigation. No inspection in a country's

territory can be undertaken without its prior consent.

On completing the investigation, the Panel delivers its report to the Executive Directors and the President of the

Bank. Within six weeks of receiving the Panel's fmdings, the Bank's management gives the Executive Directors

a report setting out how it proposes to respond to the fmdings. The Bank must inform the affected party of the

results of the investigation and of the action taken, if any, within two weeks of the Executive Directors'

consideration of the matter.

Public Reports

The Bank and the Panel shall make publicly available the request for an inspection, the Panel's recommendation on

the request, and the Executive Directors' decision on whether to proceed. These documents become publicly

available after the Executive Directors have considered a request for inspection. The Bank also makes publicly

available the Panel's report on its investigation and the management's response to it. In addition, the Panel's annual

report to the Board is to be published by the Bank.

The Panel members are:

Mr. Ernst-Giinther Broder

Mr. Richard E. Bissell

Mr. Alvaro Umana Quesada

The Executive Secretary of the Panel is:

Mr. Eduardo G. Abbott

Other members of the Panel's Secretariat are:

Ms. Antonia M. Macedo, Acting Assistant to the Executive Secretary

Miss Cleone Hoover

Ms. Pamela Fraser

Address: 1818 H Street, N. W., Washington, D.C. 20433 (202) 458-5200, Fax (202) 522-0916

Internet Address: IPANEL@WorldBanli.org
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Emst-GUnther Broder

Mr. BrOder is the former President of the European Investment Bank (EIB) (1984-1993), where he also

served as a director fi-om 1980-1984. He held several supervisory and consultative functions in

international banks and other institutions. Mr. BrOder was a Governor of the European Bank for

Reconstruction and Development from 1991-1993, and a member of the special advisory group for the

Asian Development Bank in Manila from 1981-1982. He is a member of the Panel of Conciliators for

the International Centre for Settlement of Investment Disputes, Washington. Before being appointed

President of the EIB he served from 1964-1984 with the Kreditanstalt filr Wiederaufbau in Frankfurt,

where he was a member of the Managing Board from 1975-1984 and a spokesman since 1980. He has

written or co-authored several books and articles on financial and economic subjects. Mr. BrOder holds

a Doctorate in Economics from the University of Freiburg, and studied political and natural sciences at

the Universities of Cologne, Mainz, and Paris.

Alvaro Umana-Quesada

Mr. Umafia is Professor and Director ofthe Natural Resources Management Program at INCAE, a

Latin American graduate school of management He served as Costa Rica's first Minister of Natural

Resources from 1986-1990 under President Arias. Mr. Umafla is a member ofthe Board of the

Rockefeller Foundation and the World Resources Institute. He has published several books and many
technical articles on energy, economics of natural resources and environment Mr. Umafla holds a

Ph.D. in Environmental Engineering and a Master in Economics from Stanford University. He also

holds a Masters Degree in Environmental Pollution Control and Bachelor's Degree in Physics from The

Pennsylvania State University.

Richard E. Bissell

Mr. Bissell is a former senior official with the U.S. Agency for International Development (USAID).

Currently a Research Fellow at the Overseas Development Council, he focusses on issues of aid policy,

with a focus on Africa and Asia. He served at USAID from 1986-1993, as head of policy and later as

director of science and technology, and was previously a professor at several U.S. universities,

including Georgetown University and the University of Pennsylvania. Between 1984 and 1986, he was

editor of The Washington Quarterly, and was previously managing editor of Orbis between 1976 and

1982. He has published widely, in both books and articles, on political economy in developing

countries. He was educated at Stanford University, and took his Ph.D. at the Fletcher School of Law

and Diplomacy, Tufrs University.
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INTRODUCTION

The Inspection Panel (the "Panel") is an indepen-

dent forum established by the Executive Direc-

tors of the International Bank for Reconstruction

and Development ("IBRD") and the International

Development Association ("IDA") by IBRD Reso-

lution No. 93-10 and the identical IDA Resolu-

tion No. 93-6 both adopted by the Executive Di-

rectors of the respective institutions on Septem-

ber 22, 1993 (collectively the "Resolution"). The

text of the Resolution is in Annex 1. References

in these procedures to the "Bank" includes the

IBRD and IDA.

The Panel's authority is dictated by the Reso-

lution: within that framework, these Operating

Procedures are adopted by the Panel to provide

detail to the operational provisions. The text is

based on the Resolution and takes into account

suggestions from outside sources.

In view of the unprecedented nature ofthe new

ifupeaion funaion the current procedures are pro-

visional: the Panel will review them within 12

months, and in light of experience and comments

received, will revise them if necessary and will rec-

ommend to the Bank's Executive Direaors ("Execu-

tive Direaors") amendments to the Resolution that

would allow a more effective role for the Panel.

Composition
The Panel consists of three Inspeaors. At the outset

one Inspeaor, the Chairperson, will work on a full-

time basis: the other two will work part-time. This

arrangement is provisional. The Panel's workload will

be dictated by the number and nature of requests

received. If necessary, the Panel will recommend al-

ternative arrangements to the Executive Directors.

Purpose
The Panel has been established for the purpose of

providing people directly and adversely affected

by a Bank-financed project with an independent

forum through which they can request the Bank

to act in accordance virith its own policies and pro-

cedures. It follows that this forum is available when

adversely affected people believe the Bank itself

has failed, or has failed to require others, to com-

ply with its policies and procedures, and only after

efforts have been made to ask Bank Management

("Management") itself to deal with the problem.

Functions

The role of the Panel is to carry out independent

investigations. Its funaion, which will be triggered

when it receives a request for inspection, is to in-

quire and recommend: it will make a preliminary

review ofa request for inspection and the response

of Management, independently assess the infor-

mation and then recommend to the Board of Ex-

ecutive Directors whether or not the maners com-

plained of should be investigated. If the Board

decides that a request shall be investigated, the

Panel will collect information and provide its find-

ings, independent assessment and conclusions to

the Board. On the basis of the Panel's findings

and Management's recommendations, the Execu-

tive Directors will consider the actions, if any, to

be taken by the Bank.

Participants

During the preliminary review period
—

up to the

time the Panel makes a recommendation to the Board

on whether or not the matter should be investi-
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gated
—(he Panel will accept statements or evidence

from (a) the Requester, Le. either the afiected people

and/or their duly appointed representative, or an

Executive Direcror; (b) Management and, (c) any
other individual or endty invited by the Panel to

present infbrmadon or comments.

During an investigadon, any person who is

either a party to the invesugation or who provides

the designated Inspector(s) vath sads&ctory evi-

dence that he/she has an interest, apan from any
interest in common with the public will be en-

uded to submit infbrmadon or evidence relevant

to the invesugadon.

AJminiftrmtwm

The Panel has approved separate Administrative

Procedures which are available from the Office of

the Inspccuon Panel.

Please note that all headings are for ease

ofreference only. They do not form part

of these procedures and do not consti-

tute an interpretadon thereof

I. SUBJECT MATTER OF REQUESTS

Scopt
1. The Panel is authorized to accept requests for

inspecuon ("Request(s)") which claim that an ac-

tual or threatened material adverse efFea on the

afiected party's rights or interests arises direcdy

out of an acnon or omission of the Bank as a re-

sult of a failure by the Bank to follow its own op-

erational policies and procedures during the de-

sign, appraisal and/or implementation of a Bank-

fmanced project. Before submining a Request

steps must have already been taken (or efforts

made) to bring the matter to the anention of

Management with a result unsatisfactory to the

Requester.

Umitatiens

2. The Panel is not authorized to deal with the

following:

(a) complaints with respea to acdons which are

the responsibility of other parnes, such as the bor-

rower, or potential borrower, and which do not in-

volve any acdon or omission on the part ofthe Bank;

(b) complaints against procurement decisions

by Bank borrowers from suppliers of goods and

services financed or expected to be financed by
the Bank under a loan/credit agreement, or from

losing tenderers for the supply of any such goods
and services, which will continue to be addressed

by Bank staff under existing procedures;

(c) Requests filed after the Qosing Date of the

loan/credit financing the project with respect to

which the Request is filed or when 95% or more of

the loan/credit proceeds have been disbursed; or

(d) Requests related to a parncular matter or mat-

ters over which the Panel has already made its rec-

ommendadon after having received a prior Request,

unless justified by new evidence or circumstances

not known at the time of the prior Request.
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n. PREPARATION OF A REQUEST

3. The Panel's operational proceedings begin

when a Request is received. This section of the

procedures is primarily designed to give further

guidance to potential Requesters on what faas and

explanations they should provide.

A. Who Gm File a Request

4. The Panel has authority to receive Requests which

complain of a violation of the Bank's policies and

procedures liom the following people or entities:

(a) any group of rwo or more people in the

country where the Bank-financed projea is lo-

cated who believe that as a result of the Bank's

violation their rights or interests have been, or are

likely to be adversely affected in a direct and ma-

terial way. They may be an organization, associa-

tion, society or other grouping of individuals; or

(b) a duly appointed local represenutive aa-

ing on explicit instructions as the agent of ad-

versely affected people; or

(c) in the exceptional case referred to in para-

graph 1 1 below, a foreign representative acting as

agent of adversely affected people; or

(d) an Executive Director of the Bank in spe-

cial cases ofserious alleged violations ofthe Bank's

policies and procedures.

B. Contents of a Request

5. In accordance with the Resolution, Requests
should contain the following information:

(a) a description of the project, stating all the

relevant ficts including the harm suffered by or

threatened to the affected party;

(b) an explanation ofhow Bank policies, pro-
cedures or contractual documents were seriously

violated;

(c) a description of how the act or omission

on the pan of the Bank has led or may lead to a

violation of the specific provision;

(d) a description of how the party was, or is

likely to be, materially and adversely affeaed by

8

the Bank's act or omission and what rights or in-

terests of the claimant were directly affected;

(e) a desaipdon of the steps taken by the aficaed

party to resolve the violations with Bank staff, and ex-

planation ofwhy the Bank's response was inadequate;

(0 in Requests relating to matters previously

submitted to the Panel, a statement specifying

what new evidence or changed circumstances jus-

tify the Panel revisiting the issue; and

(g) ifsomeof the information cannot be pro-

vided, an explanation should be included.

C. Form of Request

6. All Requests must be submitted in writing,

dated and signed by the Requester and contain

his/her name and contact address.

Format

7. No specific form is necessary: a letter will suf-

fice. A Requester may wish to refer to the guid-
ance and use the model form specifying required

information. (Atuched as Annex 2)

Langitage
8. The working language of the Panel is English.

Requests submitted directly by affected people
themselves may be in their local language if they

are unable to obtain a translation. If requests are

not in English, the time needed to translate and

ensure an accurate and agreed translation may
delay acceptance and consideration by the Panel.

Representatives

9. If the Requester is a direcdy affected person or

entity representing affected people, wrinen signed

proof that the representative has authority to act

on their behalf must be attached.

10. If the Request is submitted by a non-affected

representative, he/she must provide evidence of

representational authority and the names and con-

tact address of the party must be provided. Proof

of representational authority, which shall consist

of the original signed copy of the affeaed party's

9
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explicit instruaioiu and authorization, must be

attached.

11. In addition, in cases of non-local representa-

tion, the Panel will require clear evidence that there

is no adequate or appropriate representation in

the country where the project is located.

Documents

1 2. The following documents should be attached:

(a) all correspondence with Bank staff ;

(b) notes of meetings with Bank staff,

(c) a map or diagram, if relevant, showing the

location of the affected party or area affected by
the project; and

(d) any other evidence supporting the complaint.

13. If all the information listed cannot be pro-

vided an explanation should be included.

D. Delivery of Request

14. Requests must be sent by registered or certified

mail or delivered by hand in a sealed envelope against

receipt to the Office ofThe Inspection Panel at 1 8 1 8

H Street, N.W., Washington, D.C. 20433, U.SA
or to the Bank's resident representative in the coun-

try where the projea is located. In the laner case, the

resident representative shall, after issuing a receipt to

the Requester, forward the Request to the Panel

through the next pouch.

E. Advice on Preparation

15. People or entities seeking advice on how to

prepare and submit a Request may contact the

Office of The Inspection Panel, which will pro-
vide information or may meet and discuss the re-

quirements with potential requesters.

III. PROCEDURES ON
RECEIPT OF A REQUEST

16. When the Panel receives a Request the Chair-

person, on the basis of the information contained

in the Request, shall either prompdy register the

Request, or ask for additional information, or find

the Request outside the Panel's mandate.

A. Register

17. IftheRcquest, appears to contain sufficient re-

quired information the Chairperson shall register
the

Request in the Panel Register, prompdy notify the

Requester, the Executive Direaors and the Bank

President ("President") ofthe re^rration; and trans-

mit to the President a copy of the Request with the

accompanying documentation, if any.

Contents ofNotice

1 8. The notice of registration shall:

(a) record that the Request is registered and

indicate the date of the registration and dispatch

of that notice;

(b) the notice will include the name of the

project, the country where the project is located,

the name of the Requester unless anonymity is

requested, and a brief description of the

Request;

(c) notify the Requester that all communications

in conneaion with the Request will be sent to the

address stated in the Request, unless another address

is indicated to the Panel Secretariat; and

(d) request Management to provide the Panel,

within 21 days after receipt of the notice and Re-

quest, with written evidence that it has complied,

or intends to comply with the Bank's relevant

policies and procedures. The notice shall specify

the due date of the response.

B. Request Additional Information

19. If the Chairperson finds the contents of the

Request or documentation on representation in-

sufficient, he/she may ask the Requester to sup-

ply further information.

11
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20. Upon receipt of a Request, the Chairperson

shall send a wrinen acknowledgement to (he Re-

quester, and will specify what additional informa-

tion is required.

2 1 . The Chairperson may refuse to register a Re-

quest until all necessary information and docu-

mentation is filed.

C. Outside Scope

22. If the Chairperson finds that the matter is

without doubt manifesdy outside the Panel's man-

date, he/she will notify the Requesters of his/her

refiisal to register the Request and of the reasons

therefor, this will include but not be limited to

the following types of communications:

(a) Requests which are clearly outside the

Panel's mandate including those listed above at

paragraph 2;

(b) Requests which do not show the steps

taken or efTon made to resolve the matter with

Management;

(c) Requests from an individual or from a non-

authorized representative of an affeaed party;

(d) any correspondence, including but not lim-

ited to letters, memoranda, opinions, submissions

or requests on any matter within the Panel's man-

date which are not requests for an inspection; and

(e) Requests that are manifestly frivolous, ab-

surd or anonymous.

Records

23. The number of such Requests and commu-
nications received shall be noted in the Register

on a quanerly basis and the yearly total included

in the Annual Report.

D. Need for Review

24. In cases where additional information is re-

quired, or where it is not clear whether a Request
is manifestly outside the Panel's mandate, the

Chairperson shall designate a Panel member to

review the Request.

12

E. Revised Request

25. If the Requester receives significant new evi-

dence or information at any time after the initial

Request was submitted, he/she may consider

whether or not it is serious enough to justify the

submission of a revised Request.

26. If a revised Request is submitted, the time

periods for Management's response and the Panel

recommendation will begin again fvom the time

such Request is registered.

IV. MANAGEMENT'S RESPONSE

27. Within 21 days after being notified of a Re-

quest, Management shall provide the Panel with

evidence that it has complied, or intends to com-

ply with the Bank's relevant policies and proce-

dures. After the Panel receives Management's re-

sponse, it shall promptly enter the date of receipt

in the Panel- Register.

28. If there is no response from Management
within 21 days, the Panel shall notify the Presi-

dent and the Executive Directors and send a copy

to the Requester.

Clarification

29. In order to make an informed recommenda-

tion, the Panel may request clarification from

Management; in the light of Management's re-

sponse, request more information from the Re-

quester; and provide relevant portions of

Management's response for comment. A time limit

for receipt of the information requested shall be

specified; and

(a) whether or not such clarification or infor-

mation is received within the time limit, make its

recommendation to the Executive Directors

within 2 1 days after receipt of Management's re-

sponse; or

(b) in the event it is not possible for the Re-

quester to provide the information quickly, the

Panel may advise the Requester to submit an

13
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amended Request; the Executive Directors and

Bank management will be notified that the pro-

cess will begin again when the amended Request
is received.

V. PANEL RECOMMENDATION

30. Within 2 1 days after receiving Management's

response, the Panel shall make a recommendation

to the Executive Directors as to whether the mat-

ter should be investigated.

A. Basis

31. The Panel shall prepare its recommendation

on the basis of the information contained in:

(a) the Request;

(b) Management's response;

(c) any further information the Panel may
have requested and received from the Requester
and/or Management and/or third panies; and

(d) any fmdings of the Panel during this stage.

B. Required Criteria

32. If, on the basis ofthe information contained in

the Request, it has not already been established that

the Request meets the following three conditions

required by the Resolution, the Chairperson, in con-

sultation with the other Panel members may, if nec-

essary, designate a Panel member to condua a pre-

liminary review to determine whether the Request:

(a) was filed by an eligible party;

(b) is not time-barred; and

(c) relates to a matter falling within the Panel's

mandate.

Criteriafor Satisfactory Response
33. The Panel may proceed to recommend that

there should not be an investigation, if, on the

basis of the information contained in the Request
and Management's response, the Panel is satisfied

that Management has done the following:

(a) dealt appropriately with the subject mat-

ter of the Request; and

(b) demonstrated clearly that it has followed

the required policies and procedures; or

(c) admitted that it has failed to follow the required

policies and prooeduies but has provided a statement of

specific remedial actions and a time-table for implement-

ing them, which will, in the judgement of the Panel,

adequatelyconca the &iluicandany adveise efiixxs such

Eulutc has already caused.

Preliminary Review

34. If, on the basis of the information contained in

Management's response and any clarifications pro-

vided, the Panel is satisfied that Management has

&iled to demonstrate that it has followed, or is tak-

ing adequate steps to foUow the Bank's policies and

procedures, the Panel will conduct a preliminary re-

view in order to determine whether conditions re-

quired by provisions of the Resolution exist.

35. Although it may not investigate Manage-
ment's actions in depth at this stage, it will deter-

mine whether Management's failure to comply
with the Bank's policies and procedures meets the

following three conditions:

(a) whether such failure has had, or threatens

to have, a material adverse effect;

(b) whether, the alleged violation of the Bank's

policies and procedures are, in the judgment of

the Panel, of a serious character, and

(c) whether remedial actions proposed by

Management do not appear adequate to meet the

concerns of the Requester as to the application of

the Bank's policies and procedures.

Initial Stiufy

36. If the Chairperson considers, after the prelimi-

nary review and consultadon with the other Panel

members, that more Actual data not already pro-

vided by the Requester, Management or any other

source is required to make an informed recommen-

dation to the Executive Directors, he/she may desig-

nate a Panel member to undertake a preliminary

study. The study may include, but need not be lim-

ited to, a desk study and/or a visit to the projea site.
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C Contents

37. On the basis ofthe review, the Rmd shall make its

leoommendation to the Boaid as to whether the matter

should be investigaiEd. Every recommendation shall

indude a dear explanation setting forth reasons for the

recommendation and be aonmpanied by:

(a) the text of the Request and, where appli-

cable, any other relevant information provided by
the Requester,

(b) the text of Management's response and,

where applicable, any clarifications provided;

(c) the text of any advice received from the

Bank's Legal Depanment;
(d) any other relevant documents or informa-

tion received; and

(c) statements of the majority and minority

views in the absence of a consensus by the Panel.

D. Submission

38. The recommendation shall be circulated by
the Executive Secretary of the Panel to the Execu-

tive Direaors for decision. The Panel will notify

the Requester that a recommendation has been

sent to the Executive Directors.

VI. BOARD DECISION
AND PUBUC RELEASE

39. The Board decides whether or not to accept
or rejea the Panel's recommendation; and, if the

Requester is a non-local representative, whether

exceptional circumstances exist and suitable local

representation is not available.

Notification

40. The Panel shall promptly inform the Re-

quester of the Board's decision on whether or not

to investigate the Request and shall send the Re-

quester a copy of the Panel's recommendation.

Public Information
4 1 . After the Executive Direaors have considered

a Request the Bank shall make such Request pub-

licly available together with the recommendation

Panel's on whether to proceed with the inspec-

tion and the decision of the Executive Directors

in this respect.

Vn. AN INVESTIGATION

A. Initial Procedures

42. When a decision to investigate a Request is

made by the Board, or the Board itself requests

an investigation, the Chairperson shall promptly:

(a) designate one or more of the Panel's mem-
bers (Inspector(s)) to take primary responsibility

for the investigation;

(b) anange for ail Panel memben to consult, taking

into account the nature ofthe particular Request, om

(i) the methods of investigation that at

the outset appear the most appropriate;

(ii) an initial schedule for the condua of

the investigation;

(iii) when the Inspector(s) shall report his/

her (their) findings to the Panel, including any
interim findings; and

(iv) any additional procedures for the con-

duct of the investigation.

43. The designated Inspector(s) shall, as needed,

arrange for a meeting with the Requester and

schedule discussions with directly affected people.

44. The name ofthe InspeCTor(s) and an initial work

plan shall be made public as soon as possible.

B. Methods of Investigation

45. The Panel may, taking into account the na-

ture of the panicular Request, use a variety of in-

vestigatory methods, including but not limited to:

(a) meetings with the Requester, affected

people, Bank staff, government officials and

projea authorities ofthe country where the project

is located, and representatives of local and inter-

national non-governmental organizations;
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(b) holding public hearings in the projea area;

(c) visiting project sites;

(d) requesting written or oral submissions on

specific issues from the Requester, affected people,

independent experts, government or project offi-

cials. Bank staff, or local or international non-gov-

ernmental organizations;

(e) hiring independent consultants to research

specific issues relating to the Request;

(0 researching Bank files; and

(g) any other reasonable methods the Inspeaor(s)

consider appropriate to the specific investigation.

Consent Required
46. In accordance with the Resolution, physical in-

speaion in the country where the projea is located

will be carried out with prior consent. The Chair-

person shall request the Executive Director repre-

senting such country to provide wrinen consent.

C. Participation of Requester

47. During the course of the investigation, in ad-

dition to any information requested by the

Inspcctor(s), the Requester (and affected people

if the Requester is a non-affected Representative

or an Executive Director) or Bank staff may pro-

vide the Inspector(s) either directly or through the

Executive Secretary with supplemental informa-

tion that they believe is relevant to evaluating the

Request.

48. The Inspector(s) may notify the Requester

of any new material facts provided by Bank staff

or by the Executive Director for, or authorities

in, the country where the project is located.

49. To facilitate understanding of specific points,

the Panel may discuss its preliminary findings of

fact with the Requester.

D. Participation ofThird Parties

50. During the course of the investigation, in addi-

tion to any information requested by the Inspeaor(s),

any member of the public may provide the

Inspeaor(s), either direcdy or through the Execu-

18

tive Secretary, with supplemental information that

they believe is rele\'ant to evaluating the Request.

3 1 . Information should not exceed ten pages and

include a one-page summary. Supporting docu-

mentation may be listed and attached. The

Inspeaor(s) may request more details if necessary.

VIII. PANEL REPORT

Contents

52. The report of the Panel (the "Report") shall

include the following:

(a) a summary discussion of the relevant facts

and of the steps taken to condua the investigation;

(b) a conclusion showing the Panel's findings

on whether the Bank has complied with relevant

Bank policies and procedures;

(c) a list of supporting documents which will

be available on request from the Office of The

Inspection Panel; and

(d) statements of the majority and minority

views in the absence of a consensus by the Panel.

Submission

53. Upon its completion, the Panel shall submit

the Report to:

(a) the Executive Directors: accompanied by

notification that the Report is being submitted to

the President on the same date; and

(b) the President: accompanied by a notice

against receipt that within 6 weeks of receipt of

the Report, Management must submit to the Ex-

ecutive Directors for their consideration a report

indicating Management's recommendations in re-

sponse to the Panel's findings.

DC MANAGEMENT'S
RECOMMENDATIONS

54. Within 6 weeks after receiving the Panel's

findings. Management will submit to the Execu-

tive Directors for their consideration a report in-
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dicating its recommendations in response to the

Panel's findings. Upon receipt of a copy of the

report, the Panel will notify the Requester.

X. BOARD DEQSION
AND PUBUC RELEASE

55. Within 2 weeks aftff the Executive Directors con-

sider the I'^anel s Rqx>rtand the Managements response,

the Bank sF all inform the Requester ofthe results ofthe

investigation and the naion decided by the Executive

Diieaors, ifany.

56. After the Bank has informed the Requester,

the Bank shall make publicly available:

(a) the Panel's Rejxjrt;

(b) Management's recommendations: and

(c) the Board's decision.

These documents will also be available at the Of-

fice ofThe Inspection Panel.

57. The Panel will seek to enhance public aware-

ness of the results of investigations through all

available information sources.

XI. GENERAL

Business Days
58. "Days" under these procedures means days

on which the Bank is open for business in Wash-

ington, D.C.

Copies

59. Consideration of Requests and other docu-

ments submitted throughout the process will be

expedited if an original and two copies are filed.

When any document contains extensive support-

ing documentation the Panel may ask for addi-

tional copies.

CoruuItatioHs

60. The borrower and the Executive Director rep-

resenting the borrowing (or guaranteeing) country

shall be consulted on the subjea matter before the

Panel's recommendacion and during an investigadon.

Access to Bank Staffand Information
61. Pursuant to the Resolution and in discharge
of their functions, the members of the Panel shall

have access to all Bank staff who may contribute

information and to all {jertinent Bank records and

shall consult as needed with the Director Gen-

eral, Operations Evaluation Department and the

Internal Auditor.

LegalAdptce
62. The Panel shall seek, through the Vice Presi-

dent and General Counsel of the Bank, the writ-

ten advice ofthe Bank's Legal Department on mat-

ters related to the Bank's rights and obligations
with respect to the Request under consideration.

Any such advice will be included as an attach-

ment to the Panel's recommendation and/or Re-

port to the Executive Directors.

ConfuUntiaJity
63. Documents, or portions of documents of a

confidential nature will not be released by the

Panel without the express written consent of the

party concerned.

Information to Requester and Public

CA. The Executive Secretary shall reooid in the Register

all actions taken in connection with the processir^ of

the Request, die dates diereof, and the dates on which

any document or nodficadon under these procedures is

received in or sent from the Office ofTTie Inspection

Rand. TTie Requester shall be informed promptly. The

Register will be publicly available.

65. A notice that a Request has been registered

and all other notices or documents issued by the

Panel will be available to the public through the

Bank's PIC in Washington, D.C; at the Bank's

Resident Mission in the country where the project

is located or at the relevant regional office; at the

Bank's Paris, London and Tokyo offices; or on re-

quest from the Executive Secretary of the Panel.
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ANNEXl

September 22, 1993

INTERNATIONAL BANK FOR
RECONSTRUCTION AND

DEVELOPMENT

INTERNATIONAL DEVELOPMENT
ASSOCL\TION

Resolution No. 93-10

Resolution No. IDA 93-6

"The World Bank Inspection Panel"

The Executive Directors:

Hereby resolve:

1. There is established an independent Inspec-

tion Panel (hereinafter called the Panel), which

shall have the powers and shall ftinction as stated

in this resolution.

Composition ofthe Panel

2. The Panel shall consist of three members of dif-

ferent nationalities from Bank member countries.

The President, after consultation with the Executive

Directors, shall nominate the members of the Panel

to be appointed by the Executive Dircaors.

3. TTie first members ofthe Panel shall be appointed

as follows: one for three years, one for four years and

one for five years. Each vacancy thereafter shall be

filled for a period of five years, provided that no

member may serve for mote than one term. Tlie term

of appointment of each member of the Panel shall

be subjea to the continuity of the inspection ftinc-

tion established by this Resolution.

4. Members of the Panel shall be selected on the

basis of their ability to deal thoroughly and fairly

with the requests brought to them, their integrity

and their independence from the Bank's Manage-

ment, and their exposure to developmental issues

and to living conditions in developing countries.

Knowledge and experience of the Bank's opera-

tions will also be desirable.

5. Executive Direaots, Alternates, Advisors and staflF

members of the Bank Group may not serve on the

Panel until two years have elapsed since the end of

their service in the Bank Group. For purposes ofthis

Resolution, the term "stafF' shall mean all persons

holding Bank Group appointments as defined in StafF

Rule 4.01 including persons holding consultant and

local consultant appointments.

6. A Panel member shall be disqualified from

panicipation in the hearing and investigation of

any request related to a maner in which he/she

has a personal interest or had significant involve-

ment in any capacity.

7. The Panel member initially apfjointed for five

years shall be the first Chairperson of the Panel,

and shall hold such office for one year. Thereaf-

ter, the members of the Panel shall elect a Chair-

person for a period of one year.

8. Members ofthe Rand may be removed from office

only by decision ofthe Executive Directois, for cause.

9. With the exception of the Chairperson who

shall work on a full-time basis at Bank headquar-

ters, members of the Panel shall be expected to

work on a fiill-time basis only when their workload

justifies such an arrangement, as will be decided

by the Executive Direaors on the recommenda-

tion of the Panel.

10. In the performance of their funaions, mem-

bers ofthe Panel shall be officials ofthe Bank enjoy-

ing the privileges
and immunities accorded to Bank

officials, and shall be subjea to the requirements of

the Bank's Arucles of Agreement concerning their

exclusive loyalty to the Bank and to the obligadons

of subparagraphs (c) and (d) of paragraph 3.1 and
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paragraph 3.2 ofthe Principles ofStafFEmployment

concerning their condua as officials of the Bank.

Once they b^in to work on a full-time basis, they

shall receive remuneration at a level to be determined

by the Execurive Directors upon a recommendation

of the Pfcsidcnt, plus normal benefits available to

Bank fixed-term staff. Prior to that time, they shall

be remunerated on a per diem basis and shall be re-

imbursed for their expenses on the same basis as the

members of the Bank's Administrative Tribunal.

Members of the Panel m.ay not be employed by the

Bank Group, following the end of their service on

the Panel.

1 1. The President, after consuludon with the Ex-

ecutive Direaors, shall assign a staffmember to the

Panel as Executive Secretary, who need not aa on a

full-time basis until the workload so justifies, llie

Panel shall be given such budgetary resources as shall

be sufficient to carry out its activities.

Powers ofthe Panel
12. The Panel shall receive requests for inspec-
tion presented to it by an affected party in the

territory of the borrower which is not a single in-

dividual (i.e., a community of persons such as an

organization, association, society or other group-

ing of individuals), or by the local representarive

of such party or by another representative in the

exceptional cases where the party submitting the

request contends that appropriate represenution
is not locally available and the Executive Direc-

tors so agree at the time they consider the request
for inspection. Any such representative shall

present to the Panel written evidence that he is

aaing as agent of the party on behalf of which

the request is made. The affe«ed party must dem-
onstrate that its rights or interests have been or

are likely to be directly affected by an action or

omission of the Bank as a result of a failure of the

Bank to follow its operational policies and proce-
dures with respea to the design, appraisal and/or

implemenution ofa projea financed by the Bank

(including situations where the Bank is alleged to

24

have foiled in its follow-up on the borrower's ob-

ligations under loan agreements with respect to

such policies and procedures) provided in all cases

that such failure has had, or threatens to have, a

material adverse effect. In view of the insaturional

resfwnsibilities of Execurive Direaots in the obser-

vance by the Bank ofits operational policies and pio-

cedutes, an Executive Direaor may in special cases

ofserious allied violarions ofsuch policies and pro-
cedures ask the Panel for an investigarion, subject to

the requirements of paragraphs 13 and 14 below.

The Execurive Directors, acting as a Board, may at

any time instruct the Panel to conduct an investigation.

For purposes of diis Resolution, "operational policies

and pRxsdutes" consist ofthe Banks Opciaiional Poli-

cies, Bank Prooedutes and Operatktnal Directives, and

similardocuments issued before these serieswoe started,

and does not indude Gukklines and Best IVactices and

similar documents or statements.

13. The Panel shall satisfy itself before a request
for inspecrion is heard that the subjea maner of

the request has been dealt with by the Manage-
ment of the Bank and Management has failed to

demonstrate that it has followed, or is taking ad-

equate steps to follow the Bank's policies and pro-
cedures. The Panel shall also satisfy itself that the

alleged violation of the Bank's policies and proce-
dures is of a serious charaaer.

14. In considering requests under paragraph 12

above, the following requests shall not be heard

by the Panel:

(a) Q>mplaint5 with respect to acrions which are

the responsibility ofother parries, such as a borrower,

or potential borrower, and which do not involve any
acrion or omission on the pan of the Bank.

(b) Q>mplaints against procurement decisions

by Bank borrowers from suppliers of goods and

services financed or expeaed to be financed by
the Bank under a loan agreement, or from losing
tenderers for the supply of any such goods and

services, which will continue to be addressed by
staff under existing procedures.
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(c) Requests filed after the Closing Date ofthe

loan financing the project with respect to which

the request is filed or after the loan financing the

project has been substantially disbursed.'

(d) Requests related to a particular maner or

maners over which the Panel has already made its

recommendation upon having received a prior re-

quest, unless justified by new evidence or circum-

stances not known at the time ofthe prior request.

1 5. The Panel shall seek the advice of the Bank's

Legal Department on maners related to the Bank's

rights and obligations with respect to the request

under consideration.

Procedures

16. Requests ibr inspection shall be in writing and

shall state all relevant facts, including, in the case of

a request by an affected party, the harm suffered by

or threatened to such party or parties by the allied

acdon or omission of the Bank. All requests shall

explain the steps already taken to deal with the is-

sue, as well as the nature of the alleged actions or

omissions and shall specify the actions taken to bring

the issue to the anention of Management, and

Management's response to such action.

17. The Chaiqjerson of the Panel shall inform the

Executive Direaots and the President of the Bank

prompdy upon receiving a request for inspection.

18. Within 21 days of being notified ofa request

for inspection, the Management of the Bank shall

provide the Panel with evidence that it has com-

plied, or intends to comply with the Bank's rel-

evant policies and procedures.

19. Within 21 days of receiving the response of

the Management as provided in the preceding

paragraph, the Panel shall determine whether the

request meets the eligibility criteria set out in para-

graphs 12 to 14 above and shall make a recom-

mendation to the Executive Directors as to

whether the maner should be investigated. The

recommendation of the Panel shall be circulated to

the Executive Direaors for decision within the nor-

26

mal distribudon period. In case the request was ini-

tiated by an affected party, such party shall be in-

formed of the decision of the Executive Directors

within two weeks of the date of such decision.

20. Ifa decision is made by the Executive Directors

to investigate the request, the Chairperson of the

Panel shall designate one or more ofthe Panel's mem-

bers (Inspeaors) who shall have primary responsi-

bility for conducting the inspection. The Inspeaor(s)

shall repon his/her (their) finding to the Panel within

a period to be determined by the Panel taking into

account the nature of each request.

21. In the discharge of their functions, the mem-

bers of th^ Panel shall have access to all staffwho

may contribute information and to all pertinent

Bank records and shall consult as needed with

the Direaor General, Operations Evaluation De-

panment and the Internal Auditor. The borrower

and the Executive Director representing the bor-

rowing (or guaranteeing) country shall be con-

sulted on the subject maner both before the Panel's

recommendation on whether to proceed with the

investigation and during the investigation. Inspec-

tion in the territory of such country shall be car-

ried out with its prior consent.

22. The Panel shall submit its report to the Ex-

ecutive Directors and the President. The report

of the Panel shall consider all relevant facts, and

shall conclude with the Panel's findings on whether

the Bank has complied with all relevant Bank

policies and procedures.

23. Within six weeks from receiving the Panel's

findings. Management will submit to the Execu-

tive Directors for their consideration a report in-

dicating its recommendations in response to such

findings. The findings of the Panel and the ac-

tions completed during project preparation also

will be discussed in the Staff Appraisal Report

when the project is submitted to the Executive

Directors for financing. In all cases of a request

made by an affected party, the Bank shall, within
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rwo weeks of the Executive Directors' consider-

ation of the matter, inform such party of the re-

sults of the investigation and the action taken in

its respect, if any.

Decisions ofthe Panel

24. All decisions of the Panel on procedural mat-

ters, its recommendations to the Executive Di-

rectors on whether to proceed with the investiga-

tion of a request, and its reports pursuant to para-

graph 22, shall be reached by consensus and, in

the absence of a consensus, the majority and mi-

nority views shall be stated.

Reports

25. After the Executive Directors have considered

a request for an inspection as set out in paragraph

19, the Bank shall make such request publicly

available together with the recommendation ofthe

Panel on whether to proceed with the inspection

and the decision of the Executive Direaors in this

respect. The Bank shall make publicly available

the report submitted by the Panel pursuant to

paragraph 22 and the Bank's response thereon

within two weeks after consideration by the Ex-

ecutive Directors of the report.

26. In addition to the material referred to in para-

graph 25, the Panel shall furnish an annual report

to the President and the Executive Directors con-

cerning its activities. The annual report shall be

published by the Bank.

Review

27. The Executive Directors shall review the ex-

perience of the inspection function established by
this Resolution after two years from the date of

the appointment of the first members ofthe Panel.

Application to IDA projects
28. In this resolution, references to the Bank and

to loans include references to the Association and

to development credits.

ANNEX2

1. This will be deemed to be the case when at least ninety
Hve percent of the loan proceeds have been disbursed.

GUIDANCE ON HOWTO PREPARE A
REQUEST FOR INSPECTION

The Inspection Panel needs some basic informa-

tion in order to process a Request for Inspection:

1 . Name, contact address and telephone number

of the group or people making the request.

2. Name and description of the Bank project.

. 3. Adverse effects of the Bank project.

4. If you are a representative of affected people

attach explicit written instructions from them

authorizing you to act on their behalf

These key questions must be answered:

1. Can you elaborate on the nature and impor-
tance of the damage caused by the project to you
or those you represent?

2. Do you know that the Bank is responsible for

the aspects of the project that has or may affect

you adversely? How did you determine this?

3. Are you familiar with Bank policies and pro-

cedures that apply to this type of project? How
do you believe the Bank may have violated them?

4. Have you contacted or attempted to contact

Bank staff about the project? Please provide in-

formation about all contacts, and the responses,

if any, you received from the Bank. You must

have done this before you can file a request.

5. Have you tried to resolve your problem

through any other means?
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6. Ifyou know that the Panel has dealt with this

maner before, do you have new hca or evidence

to submit?

Please provide a summary of the in-

formation in no more than a few pages.

Attach as much other information as

you think necessary as separate docu-

ments. Please note and identify attach-

ments in your summary.

You ntay wish to use the attached model (btm.

MODEL FORM:

REQUEST FOR INSPECTION

TO: THE INSPECTION PANEL: 1818 H St.,

N.W., Washington, D.C. 20433, U.S.A.

We.. and

and other persons

whose names and addresses are anached live/rep-

resent others, living in the area known as:

[and shown in the

attached map or diagram] claim the following:

1 . The Bank is financing the design/appraisal or

implementation of a project [name and brief

description]

2. We understand that the Bank has the following

policies and/or procedures [list or describe]:

3. Our rights/interests are [describe]:

4. The Bank has violated its own policies/proce-

dures in this way:

5. We believe our rights/interests have been/are

likely to be adversely afFeaed as a direct result of

the Bank's violation. This is, or is likely to cause

us to suffer [describe harm] :

6. We believe the action/omission is the respon-

sibility of the Bank.

30 31
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I

7. We have compiained/made an cfFon to com-

plain to Bank staff by [describe]:

Please attach evidence or explanation.

8. We received no response; or

We believe that the response(s) attached is unsat-

isfeaory because: [describe why]:

9. In addition we have taken the following steps

to resolve our problem:

We therefore believe that the above actions/omis-

sions which are contrary to the above policies or

procedures have materially and adversely affected

our rights/interests and request the Panel to rec-

ommend to the Bank's Executive Directors that

an investigation of these matters be carried out in

order to resolve the problem.

As advised in your Operating Procedures, this

Request for Inspection is brief We can provide

you with more particulars.

DATE:

SIGNATURES:
CONTACT ADDRESS:

Attachments: [Yes] [No]

We authorize you to make this

Request public [Yes] [No]

32
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Introduction

I think the presence of all of you here testifies to the international financial

institutions' importance in the new world order, which in many ways parallels the importance

the international security organizations had in the old one. For if you think about the

foreign policy objectives of my country or of yours, and what the international institutions

are attempting to do, you realize that the promotion of shared prosperity around the world is

central to those objectives.
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From Rwanda to Russia, from Pretoria to Palestine, from Hanoi to Haiti, the core

objectives that we're all trying to achieve depend upon the successful creation and support of

institutions that will promote economic development and prosperity.

In a world in which satellite TV receivers can be built that are the size of pizza pans,

prosperity is an important contributor to the flow of information, and therefore to human

freedom.

It is crucial to United States domestic interests, and to those of the other industrialized

countries, that developing nations continue to grow. Exports have been the most rapidly

growing share of our economy, and exports to less developed countries have been the most

rapidly growing part of that.

There is a moral challenge as well. It is a moral abomination in today's world that

IS million children die unnecessarily each year, that one billion people live on less than one

dollar a day, and that child bom in large parts of Africa are more likely to die before the age

of five, than to go to secondary school.

It is for all those reasons that the international financial institutions are today even

more central than they have been in the past. They are directed at what are our central

challenges
--

strategic, economic, political and moral. And I would suggest to you that they

are the most effective means at our disposal for responding to those challenges.
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The Advantages of Multilateralism

You know, the question of multilateral action in the security sphere
~

joint

peacekeeping forces and the like - is very much debated. As a Treasury rather than a
'

foreign policy official, I don't have anything to say about that.

But in the sphere of foreign assistance, in the sphere of providing public goods, there

is a great deal to be said for working through international financial institutions.

First and most obviously, international financial institutions lever the money of any

one country, and they lever it many times over. The two billion dollars that the United

States will contribute to international financial institutions this year will support more than

$40 billion of lending to developing countries and to economies in transition. The two

billion dollars that the United States has contributed over the last 45 years to the World Bank

has supported some 250 billion in lending in the developing world. We are able to provide

10 times as much support to Latin America through our contributions to the World Bank,as

we are through our bilateral assistance programs.

The international financial institutions' contributions to the environment, to family

planning, is seven times what we are able to afford through our bilateral assistance programs

alone. 1 could multiply these comparisons.

A second reason they are so effective is that they rely heavily on loans rather than on
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direct grants. Loans require repayment, meaning there is pressure to spend the money well.

Loans are lent, not given, meaning they don't cost our budgets anything. Loans can be

backed through the callable ci^ital mechanism, which ensures that the taxpayer's budgetary

contribution is levered many times over - levered because of international contributions.

A third reason these institutions are so effective is that they operate apart from any of

our governments, and can pursue long-run solutions to policy challenges. They are able to

insist that dams be built the right way, not the wrong way, with less attention to domestic

commercial interests in any one country , with less attention to the particular political

dynamic of one country's foreign relations. They are able to pursue the policies that we

would all like to pursue collectively, but which run the risk of being jeopardized by donor

states' competition with one another. And these institutions are able to speak on behalf of

the international community. Inevitably, a judgment reached by the international community

is a more effective and more significam judgement than a judgment reached by the assistance

authorities of any one country.

Leverage, the international financial institutions' unique positioning, and the profound

challenge of promoting economic development at this point in history
~ all of that makes

support for these institutions, I believe, absolutely essential for all our countries.

Meeting New Challenges

To say that these institutions embody our highest hopes and deserve our support is not
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by any stretch of the imagination to say that they are perfect. These institutions are in need

of improvement, because any bureaucratic instimtion that has been in place for 50 years can

usefully be reinvented. They are in need of improvement because it's a very different world

now. We understand the role of maiicets differently than we used to. We imderstand the

role of investments in people differently than we used to. We understand the centrality of

environmental issues in a way we did not before. And, because of the Cold War's end, we

have an opportunity to address those concerns much more in terms of what's right, and much

less in terms of geopolitics, than we once did.

An Agenda for Progress

What is the substance of the reform agenda that the United States has been pursuing

and will continue to pursue in the future?

As I think about that reform effort, I divide it into two broad categories: The first is

process
~ how the institutions carry out their work. The second is policy content.

Focussing on each is essential. At any particular moment in time, the policies are probably

more important. But in the long-run, it's ultimately the process that drives the policy.

Transparency

First and most important for successful process is something that we in the United
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States have always emphasized: transparency and openness. For over 200 years, we have

found in our government that sunlight is the best disinfectant. We have worked very hard to

promote openness and transparency at the World Bank and at the IMF, as well as in the

regional development banks.

The case for transparency is multifaceted. Probably the single most important reason

why it's important is that community input makes a big difference. The people who are

going to be directly affected by projects are the people who are most knowledgeable about

what works, and how projects can be made more effective.

In the first seven months since we and other countries succeeded in getting the World

Bank to put in place an information disclosure policy, 7,100 requests have come from

community groups for information about projects that are in the process of preparation.

That's 7,100 instances in which projects have been improved by conmiunity input. Sewage

projects have been built differently, power plant projects have been scuttled when they were

inappropriate, because of the information that was provided by affected parties.

Probably even more important, projects that have been undertaken have flrst been

improved, and have earned stronger support from affected populations, because for the first

time those populations have had a role in designing them, and have been kept informed about

them. Transparency in that sense, as a means of informing the public and garnering public

support, is essential.
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Transparency is essential in a third sense, a sense that's probably more important in

the context of the IMF's woiic, than it is in the context of the World Bank's effort.

Transparency makes review possible.

You can argue about the particular dimensions of what has happened with policy in

Africa over the last IS years. Still, nobody can be fiilly satisfied with the results of the

international fmancial institutions' or the international development community's efforts.

If we are going to improve that effort we have to understand it's strengths and its

weaknesses. We have to understand what policies have been pursued, why they have been

pursued, and what the results have been. Of course, confidential agreements with

governments must be respected. Of course, one can't engage in idle chatter about exchange

rates, or even make announcements about exchange rate intentions in advance. But there is a

great deal of room for review of what happened in the past, and for using that review to

drive what happens in the future.

As parliamentarians, you have an obligation to know how money is being spent, and

to require that policy information, after an appropriate waiting period, be made available.

That is the only way that policies can be reviewed, and in the process, improved.

Monitoring

Transparency is essential not just for future study and improvement, but for effective
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monitoring today. Pait of tbat involves making institutions responsive to their shareholden.

That means they must be responsive to their resident boards.

There was an unfortunate quip which made the rounds at one of the international

financial institutions some time ago, about the mushroom strategy for dealing with the

Executive Board. Keep them warm, keep them in the daric, and feed them plenty of manure.

That's not acceptable. That's not acceptable to us and it should not be acceptable to

you.

I think that at both the IMF and at the World Bank, strong board members have

succeeded in introducing new forms of discussion that have changed the way the boards

woik. For example, at the World Bank, the Board now discusses country assistance

strategies in advance. These provide a context through which the Board can better make the

individual decisions on which loans should go forward. At the IMF, Article IV

consultations are now more detailed. And the World Bank's inspection panel, which reports

directly to the Board, now provides a forum for reviewing whether projects have con^lied

with the Bank's own policy decisions, and allows organizations outside that the Bank to

prompt that review.

Effective monitorii^ is the second major area of process improvement, and I think

we have seen progress over time.
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Fiscal Rigor

A third area for process improvement is what I would call monitoring the way money

is spent internally. We aU try to manage those budgets as efficiently as possible.

Frankly, I was not able to explain to anybody in the U.S. Congress why the Secretary

of the Treasury flew business class and research assistants at the IMF flew first class. That

was not acceptable. It was wrong. And if one talked about hotel policy, if one talked about

office size, make no mistake, there were alot parallel issues.

But we have begun to see very real and solid progress on those issues. I am glad to

report that first class travel is just about a thing of the past at the Bretton Woods institutions.

That's happened about 10 years too late, but at least it's now done.

I commend President Preston on his decision to substantially reduce the World Bank's

administrative budget over the next two years. The international bureaucracy will be smaller

12 months from now than it was 12 months ago.

Let me stress one point. To say that there is a lot of room for budget cutting is not

to invite demogoguery on these issues. The World Bank and other institutions' tasks have

expanded enormously in recent years. They deal with a whole new set of countries ~

economies in transition ~ which they did not work with four years ago. We all have a

conomon set of things we want to see happen. We want to see better si^wrvision of the



129

projects, we want more people in the field, we want more projects that are smaller. All of

these things cost money. And so, one has to be responsible in addressing this concern about

budgets. Still, I think that our concern will be translated into tangible progress in the time

that we have ahead.

Budgets, monitoring, transparency. I think if we continue to make the kinds of

progress we have in those three areas, we'll have instimtions that will be much better suited

to carry out their essential policies.

Policy Content

Let me spend just a few minutes talking about the substantive content of policy. I

think the starting point for thinking about those questions must be the tremendous intellectual

change that has occurred in thinking about economic development and economic management

over the last 20 years. There are three main elements to that.

First, we now have much more respect for what markets can do, than we did 20 years

ago. Second, we understand that that means that govenmients can use the energy that they

free up by ceasing to rim hotels and steel companies, to do the things that only governments

can do. Most importantly, they must invest in people
-

through health care and education.

Third, we recognize how central environmental concerns must be if we are to encourage

development that actually makes people's lives better. The old simple-minded focus on
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economic growth alone is the wrong way to think about development.

The PrinOe Sector

What have we been pushing? We've been pushing the institutions to end their lending

to state enterprises. That's something that tlie private sector is perfectly able to do. We've

been pushing for greater reliance on private sector finance in areas that the private sector can

support, like infrastructure. We've been urging greater efforts geared at supporting foreign

investmeiu, rather than supplanting foreign investments through direct bank lending. That's

how we have translated our new awareness of the private sector's role into policy.

Investments in People

That's probably less important than the second part of the new development

paradigm, which calls for a very substantial increase in investments in people. The first

thing that means is more lending for social sectors. If you look at what happened through

the InterAmerican Development Bank's coital increase, the Asian Development Bank's

capital increase, those have involved nearly SO percent increases in the quantity of those

institutions' lending to the social sectors. If you look at what's happening to the World

Bank's portfolio, you see that lending in those sectors is going way up.

There's a second part of that investing in people agenda that is equally important, and

it's one that implicates both the IMF and die development banks, through both the content of
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adjustment programs and the approach that's taken to them.

If we've learned anything from the experience of the last 15 years, it is that austerity

is not synonymous with adjustment. Yes, it is inqrartant to bring down budget deficits. Yes,

overvalued exchange rates cripple economic growth. But it makes a great deal of difierence

how fiscal adjustment takes place. Repressing a deficit by eliminating maintenance

expenditures and setting the stage for a catastrophe three years later is a short-sighted

strategy. It's short-sighted as a way of ensuring that economic development continues. It's

short-sighted in terms of keeping inflation low as well.

Crippling a coimtry's future by reducing budget deficits in ways that fall most heavily

on the poor, on health care, on education, does not serve any long-run interest. Yes,

adjustmem is important. It will take place one way or the other. If there is no planned

adjustmeiu program, then adjustment will take place when the market cuts off the flow of

capital. But adjustment must be designed to put people first. It will always be true that the

money that comes fiom outside a coimtry to support development will be marginal in

comparison with the money generated inside a country. That means that the policy dialogue

that the international financial instimtions carry on, the content of adjustment programs, and

what role they assign to social investments and environmental investments, will probably be

even more important in shaping the content of a country's social investing, than will the

instimtions' direct lending activities.

Environmental Values
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The third development priority we have stressed is greater attention to environmental

values.

I think the global environment facility is an important step forward. It provides a

financing vehicle for investments that may not pay off for any single country, but that pay

off globally, whether those involve energy conservation, or whether those involve the

preservation of biodiversity.

Clearly, in the environmental area we share an essential defensive agenda. It goes

back to some of the things I talked about regarding participation and monitoring by NGOs

and affected peoples. We must make sure that there are no more Narmadas, and that the

various mistakes that led to Narmada are not ever again repeated.

But there is also a very critical, positive agenda. It's an agenda that emphasizes

lending for energy conservation, an agenda that emphasizes lending to support environmental

values. It's also an agenda that takes account of what I think is an important source of

advantage for the international financial instimtions, one that I think my friends in the

environmental community may give too little weight to.

Ultimately if you're going to get something done on the environment in Ghana, or in

Colombia, or in the Czech Republic, or in the Philippines
- how much you get done is going

to have a great deal to do with how much the Finance Ministry and the people who control

the budget want to get that done. The money is often not in the control of the enviroimiental
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ministry or the social ministry.

Wbat the international fmancial institutions, particularly the development banks, have

the opportunity to do, is to interface effectively with the soiuces in developing countries from

which the money will come. And that makes their policy dialogue, wholly apart from their

lending activities, so important.

I think that the NGO community needs to remember that its influence on

environmental policies in much of the developing world — its ability to make a difference ~

has a lot to do with the international financial institutions' involvement and influence. The

institutions provide a conduit to the place where the decisions are made. That's why what

the institutions say is so important. That's why the revolution in development thinking at

these institutions ~ about the environment, about putting people first, about the importance of

process, and about the private sector ~ is so important.

Turning Outward, Not Inward

Well, the international financial institutions are SO years old. I hope these suggestions

that I have made - about directions for change, on which I think we've made a good deal of

progress, but on which there is still room for a great deal more progress
~ do not divert us

fi-om the crucial need to support these instimtions, as vehicles for achieving all that we want

to achieve in the world.
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In a real sense, the Cold War is the third war that has ended in diis century. After

World War I, nations turned inward. They did not seek to create new international financial

institutions. They didn't attempt to cooperate. What followed were 20 of the darkest years

in human history.

After Worid War n, the ^^roach taken was very different. The goal of collective,

shared prosperity was widely shared. There was cooperation through international financial

institutions. And with all the challenges, we have seen SO fairly successfid years.

Now, at the end of the Cold War, we face a similar challenge. Are the leading

nations of the world going to turn inward? Or will they direct their attentions outward? I

think that the comparison with what happened after World War I, and with what happened

after World War Q, tell us something about what the stakes are. Thank you.
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The World Bank

Wajhcnglon, DC. 20433

USJi.

MICHAEL BRUNO
Vice Pr«id*fn O«veloom«nt Economics

and Chief Economisi

December 9, 1994

Dear Mr. Frank,

Thank you very much for your letter of December 1. I too found the discussion very

helpful and commend you for the very good initiative.

I will certainly be h^ypy to continue this dialogue in the future.

Sincerely,

Michael Bruno

Mr. Barney Frank

U.S. House of Representatives

B304 Raybum House Office Building

Washington, D.C. 20515-6055
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Q. What has happened to IBRD/IDA lending, disbursements, net flows and net

transfers in recent years (separating out the effects of new lending
to transition economies)?

A. Lfinding

The volume of loan commitments to the transition economies are reflected in the

annual report as part of the Europe and Central Asia Region (ECA) which includes the

following countries: Albania, Armenia, Belarus, Bulgaria, Croatia, Czech Republic,

Estonia, Hungary, Kazakhstan, Kyrgyz Republic, Latvia, Lithuania, Macedonia,

Moldova, Poland, Romania, Russia, Slovak Republic, Slovenia, Turkey, Uzebkistan.

Between 1992 and 1994 the loan commitment volumes for ECA countries and their

percentage share of total World Bank lending were as follows (in US$ billion):

1992
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Dighursements

Gross disbursements to countries by the Bank totaled $15,979 million in fiscal

1994; $10,447 million by the IBRD and $5,532 million by IDA. In fiscal 1993, gross

disbursements by the IBRD and IDA were $12,942 million and $4,947 million,

respectively. (Please see Table 4-1 and 4-2 fi-om the Annual Report 1994 in Annex 3)

For fiscal 1994, disbursements to transition economies (ECA countries) accoimted

for about 4% of total disbursements as it will take time for commitments to be translated

into disbursements.

Net Flows and Net Transfers

In FY94, net flows fi-om the IBRD to all borrowers were a negative $730 million

(in FY93 they were a positive $2.3 billion) while net flows fi-om IDA were about $5. 1

billion ($4.6 billion in FY93), giving a total for IBRD and IDA of about $4.4 billion in

FY94 ($6.9 billion in FY93). However, with debt disbursed and outstanding fi-om the

IBRD equal to about $109 billion in FY94 ($104 billion in FY93), interest and charges

paid to the IBRD in FY94 amounted to about $7.8 billion ($8.1 billion in FY93), so that

there was a net transfer fi-om all borrowers to the IBRD of about $8.6 billion in FY94

($5.8 billion in FY93). The reverse was true for IDA. With charges of about $410

million in FY94 ($400 million in FY93), there was a net transfer to IDA borrowers of

about $4.7 billion ($4.2 billion in FY93). For IBRD and IDA together, there was thus a

net transfer fi-om all borrowers of about $3.9 billion in FY94 ($1.6 billion in FY93.

It is often argued that because of net transfers fi-om developing countries to the

Bank, the Bank does not fiilfill its role as a development institution. This argximent is

flawed on several accounts. First, it fails to distinguish IBRD fi-om IDA within the Bank

Group. Second, it fails to recognize the role of IBRD as a fmancial institution. Third, it

fails to recognize, within IBRD, the wide ranging circumstances of developing countries

in terms of development stages and financing needs. Fourth, it fails to recognize that the

current level of IBRD net transfers in part reflects the expanded role that the Bank
undertook in the 1 980s to fiilfill its development mandate, at a time when other financial

institutions such as commercial banks withdrew fi-om development finance.

As discussed above, IDA net transfers to the developing countries have been

positive and significant. IDA provides it credits with a service charge of only 0.75

percent per annum over a period of 30 to 40 years. .The donor countries' willingness to

provide concessional resources through the three-year replenishments of IDA enables

IDA to lend on these terms.

In contrast to IDA, IBRD is a market-based financial institution which finances its

loans by issuing bonds and passing on to its developing country borrowers the favorable

terms it receives because of its AAA rating In the international market. These terms are

much more favorable than what these developing countries could receive on their own.
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As a financial institution which operates on conimercial principles, the Bank cannot be

expected to run positive net transfers to its borrowers forever unless its capital base can

be expanded indefinitely. As the Bank has become more mature and its capital base stays

constant, negative net transfers are bound to take place.

IBRD countries vary a great deal in terms of stages of development and financing

needs. Countries which have graduated naturally have negative net transfers from the

Bank. Countries which have successfully undertaken adjustment measures over a

sustained period and which have adopted outward-oriented strategies such as Chile,

Korea, and Thailand have managed to have good access to the international capital

market. Net transfers to these countries have also been negative. Other countries which

undertake adjustments usually receive fmancial support from the Bank and net transfers

from the Bank usually remain significant.

The negative net transfers from the Bank are also caused by the expanded role of

the Bank during the debt crisis. In the 1980s, the Bank increased significantly its

financial contribution to help many middle-income countries adjust to the shocks. Many
of these countries (Mexico, Indonesia, Turicey) are now at the stage of repaying these

loans, resulting in larger net transfers to the Bank.

Q. What has happened to the Bank's administrative budget and staffing in

recent years? What will be the impact of planned budget cuts?

A. AdminMtrative budget:

During the last three years the Bank's administrative budget and its corresponding

annual rate ofchange has been as follows (in US$ million):

1992
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On country economic and sector work reports, there is now a presumption that all

these reports will be made available to the public. The Bank consults with the

governments concerned to ensure that confidential information is protected.

Certain important legal and practical considerations need to be addressed in order

to sustain the Bank's relationship with its members, particularly in its role as an adviser

on key development issues in its borrowing countries. A considerable amount of

information is provided to the Bank on a confidential basis, on the understanding that

there will be no external disclosures and (sometimes) that access within the Bank will be

limited. This information needs to be protected and caimot be disclosed without consent

of the sources involved.

Moreover, in order to safeguard the free and candid exchange of ideas within the

institution, access to some documents needs to be restricted at least during certain stages

of decision-making. There are also practical reasons why access to Bank documents

cannot be unlimited. No institution could effectively conduct its business if every draft of

every document were made available for public discussion.
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Annex I

WORLD BANK LENDING BY REGION
HIGHLIGHTING

EUROPE AND CENTRAL ASIA (EGA)

(USS biUion)

LOANS APPROVED
1994

REGIONS
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ANNEX 2

144 1994 Regional P«nc«ctlvM

Tablt 5-20. Projects Approved for IBRD and IDA Assistance in Fiscal Year 1994, by
Region and Country
(amouou ia tniUioiu of US dollars)

SHD lotas IDAcrediu Total

Refion aad country

Africa

Benin

Burkina Faw
Cameroon

Cape Verde
Chad

Comoros

Congo
Cdte d'lvoire

Ethiopia
Gabon

Gambia. The
Ghana
Guinea

Kenya
Lesotho

Madagascar
MaUwi
Mali

Mauritania

Mauritius

Mozambique
Niger
Rwanda
Senegal
Sierra Leone

Tanzania

Togo
Ugantia
Zambia
Zimbabwe

Total

East Asia and Padlle

Cambodia
China
Indonesia

Korea. Republic of

Lao People's Democratic Republic.

Malaysia

Mongolia
Papua New Guinea

Philippines

Viet Nam
Total

Sooth Asia

Bangladesh
Bhutan
India

Nepal
Pakistan

Total

Number Anouoi Number Amount Number Amount

8

11

3

30.0 —

7.7 —

:. 143.0

1.489.8

380.0

11.0

478.0

4.623.8

94.0

380.0

474.0

90.0 —
127.7 57

120.0 —

_3

j3

3

I

6

3

2
16

42.8

80.5

176.0

8.1

55.9

18.1

100.0

376.0

74.8

13.6

87.7

24.6

64.0

11.0

83.3

26.9

110.0

19.5

427.0

66.4

27.0

28.7

50.2

194.7

26.2

262.4

224.8

2.680.2

62.7

925.0 1

— I

48.4

50.0

324.5

1.410.6

397.1

5.4

834.8

97.2

361.5

1.896.0

60

19

42.8

80.3

176.0

8.1

55.9

18.1

100.0

376.0

74.8

30.0

13.6

87.7

24.6

64.0

11.0

83.3

26.9

110.0

19J
7.7

427.0

66.4

27.0

28.7

50.2

194.7

26J
262.4

224.8

90.0

2.807.9

62.7

3.070.0

1.489.8

380.0

48.4

120.0

50.0

11.0

478.0

324.5

6.034.4

597.1

5.4

928.8

97.2

741.5

2.370.0
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ANNEX 2 (Continued)

Pro|«cts Apocovod. by Region 145

Retioo and country

Europe and Central Asia

Albania

Annenia

Belarus

Buisaria

Croatia

Czech Republic

Estonia

Hungary
Kazakhstan

Kyrcyz Republic

Latvia

Lithuania

Macedonia. FYR of . .

Moldova
Poland

Romania
Russia

Slovak Republic

Slovenia

Turkey

Uzbekistan

Total

Latin Amcrka and the (

Arsentina

Barbados

Belize

Bolivia

Brazil

Caribbean region .

Chile

Colombia

Costa Rica

Ecuador

El Salvador

Guyana
Honduras

Jamaica

Mexico

Nicaragua
Panama

Paraguay
Peru

Uruguay

Venezuela

Total

IBRD loans
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ANNEX 2 (Continued)

146 1994 Reglonat PsnpecttvM

Table 5-20 (continued)
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ANNEX 3

Oubursements 57

Table 4-1. IBRD and IDA Foreign and Local Disbursements, by Source of Supply
(amountt in milUoRS of US dollan)
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INTERNATIONAL MONETARY FUND
WASHINGTON, D. C. 2043I

FIRST OEPUTT MANAQINe OIRCCTOR
CABLE ADDRESS

INTERfUND

December 15, 1994

Dear Mr. Frank:

It was a pleasure to participate in the recent meeting of international
Parliamentarians hosted by the Banking Committee under your chairmanship.
The deliberations were both interesting and thought -provoking and I hope
that they contributed to a better understanding of the role and functions of
the IMF and the World Bank. I would also like to take this opportunity to

follow up, as promised, on three questions raised by Mr. Langmore during the

meeting.

Mr. Langmore asked, first, about flows from the IMF to developing
countries and economies in transition. Total net credit from the IMF to

developing countries and transition economies amounted to SDR 3.4 billion in

1991, SDR 1.1 billion in 1992, SDR 1.4 billion in 1993, and SDR 0.3 billion

through September of 1994. For low income (ESAF-eligible) countries, net
credit disbursements from the IMF totaled SDR 3.9 billion during this

period, while total interest payments made by these countries to the Fund
amounted to SDR 2.2 billion.

Mr. Langmore's second question related to the IMF's administrative
costs. As noted in the IMF's 1994 Annual Report, the number of regular IMF

staff positions increased by 507 over the past three years, amounting to

2,090; total staffing, including long-term contractual employees, is about

2,600. The Increase in staff was required in order to meet, inter alia,

significant work demands associated with the expansion in membership- -

particularly with regard to countries in Eastern Europe and in the former
Soviet Union. The Increased costs resulting from the higher salary bill, as

well as related outlays, was partially offset by expenditure reduction
efforts, nevertheless, the IMF's tc cal adainistrative costs increased by
$164.9 million to $448.3 million during this period. With this major change
now behind us, the current fiscal year budget provides for no increase in

real teirms over the previous year, notwithstanding the continued workload

pressures.

Finally, Mr. Langmore asked about the potential impact of the UN's
recent Agenda for Development on the relationship between the tJN and the

Bretton Woods institutions. The current relationship between the IMF and
the UN- -as spelled out in the Relationship Agreements between the UN and the

Bretton Woods institutions- -safeguards the independence of the institutions
while allowing sufficient flexibility to develop and strengthen collabora-
tion among us in the Interest of our member countries. We continue to view
this structure as providing an appropriate framework for effective
collaboration.
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I would be grateful if you would convey these responses to
Mr. Langmore, as well as other interested participants in the meeting.

Thank you again for inviting me to participate in your extremely useful

meeting. With best regards,

Yours sincerely,

Sî ^l^ /Uo^-

Stanley Fischer

The Honorable

Barney Frank

Chairman, Subcommittee on Internationai

Development, Finance, Trade and

Monetary Policy of the Committee on

Banking, Finance and Urban Affairs
U.S. House of Representatives
Washington, D.C. 20515

o
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